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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


INTENSIVENESS FACTORS IN ECONOMIC GROWTH ANALYZED 
Moec«» PLANOVOYE KHOZYAYSTVO in Russian Wo 4, Apr 81 pp 9-19 


[Article by G. Sorokin, corresponding sember of the USSR Academy of Sciences: 
“Intensive Economic Growth Pactore™) 


[Text] The basic directions of USSR economic and social development for 1981 to 
1985 and for the period to 1990, adopted by the 26th CPSU Congress, call for further 
intensive development of the national economy and acceleration of this process 

in the lith Five-Year Plan. 


The historical trend in development of social production is intensification. It 
penetrates deeply into production and turnover and reduces production time, especi- 
ally the working period, turnover time, as well as reproduction as a whole and 
inpute for it. Intensification leads to converting to continuous production to «4 
greater extent each sector of industry and a number of sectors of agriculture and 
transportation. 


At a meeting with voters on 22 Pebruary 1960, L. 1. Sreshnev said: “In the seven- 
ties, we began to turn our entire economy to intensive development, raising ef fi- 
ciency and quality and stressing the end results of economic activity. In the 
eighties, we are bound to continue and —2 thie gost important matter that is 
the core of the party's economic strategy Intensification and efficiency and 
quality of work are the primary and general conditions for solving the problems of 
building communien. 


The basis of intensification is technical progress. Industrialization of all sec- 
tore of production and turnover, development of division of labor and cooperation 
for production, systems of machines and technological processes that connect 
the previously uncoordinated stages of production and accelerate the entire produc- 
tion process are eseuming ever greater importance with the passage of time. 
Intensification gains strength "... by seans of cooperation, but especially through 
division of labor, and even sore oy machines, when the continuous activity of the 
separate individual is linked to the activity ... of a unified whole in which he is 
only an element or which, as occurs in a sechanical factory, operates with the pro- 
per — and indefatigability of the lifeless force of nature, of some iron 
wechanias.” 


An increase in intensiveness, associated with technical progress, occurs when: sore 
efficient means of production are employed; existing seans of production are used 

















more fully; production ts increased and the weight of intensive sectors in total 
production ise rateed, and even when within them there occurs only extensive expan- 
sion (increase in number of enterprises without technical improvement); aateriale 
of nature are exploited more intensely than previously.) 


Intensification of reproduction of fixed capital and the social product is supple- 
mented by intensification of reproduction and utilization of manpower. The simple 
increase in labor force numbers (extensive reproduction) ise supplemented and then 
replaced by the growth in labor force skill and capability of functioning under the 
conditions of the conjugateness, complication and accleration of production pro- 
cesses and under the conditions of ewiftly expanding machine production. The hie- 
torical trend in manpower utilization consists in the replacement of manual by ma- 
chine labor. Displacement of manual labor and the rise in productivity that accom 
panies thie characterizes with great certainty the whole process of intensification 
of production. “The whole progressive work of human, technology consists precisely 
-+» im the replacement of sanual by eachine labor.” Machine labor in this case 
is a synonym for all technology leading to displacement of manual labor. 


Socialiem accelerates intensification of production and frees it from the antago- 
nistic character that capitaliem imparte to it. The burden of intensification is 
shifted to the shoulders of aachines. Though the potential capabilities of the 
labor force for sore intensive utilization are increasing, socialism raises it only 
to reasonable limite. It does not permit the extreme strenuousness of labor pecul- 
iar to capitaliom that has a destructive effect on health, does not permit during 
rest — of physical and intellectual forces and reduces the human life 
span. Intensification under socialiam is aimed at eliminating heavy manual labor 
and work under hareful conditions; purely physical jobs are 
attractive—intellectual jobs; increased inputs of labor per unit of time are 
pensated for by reducing the workday and creating the necessary conditions for rest. 


In the process, it proceeds under the conditions of full employment and does not 
lead to the formation of an aray of unemployed as under capitali«s. 


In contrast to capitaliem, where intensification of production is always associated 
with upsetting the ecological balance, under socialism it is accompanied by seasures 
to protect nature; living and working conditions ere being brought sore and more in 
conformance with the requirements of hygiene and improving the reproduction of the 


Under socialiem, intensification, implemented in humane forms, embraces 411 sectors 
and ail work, while under capitaliem there is «a sharp difference in the degree of 
equipping labor between sectors and regions. Development of the social character 
of labor and socialization of production is acclerated. Following the serging of 
uncoordinated production flows into « common one and accelerating of production 
processes, major production collectives are formed, the contacts of workers and the 
commonality of their interests in production and distribution of the output produced 
are etrengthened and new forms of labor discipline arise. Intensification of pro- 
duction raises the labor and social activeness of 411 taking part in it. 


The historic mission of socialiem is social and technical sodernization of small- 
ecale agricultural production and establishment of highly intensive large-scale 








socialiat agriculture. Intensification of agriculture is based on mechanization, 
chemicalization, breeding, hydrotechnical and other measures that technically 
revolutionize agricultural production as well as on socialization of it. "... The 
general policy of intensification of agricultural production is to implement 
measures for interfarm epecialization based on concentration and extensive produc- 
tion cooperation of the kolkhozes and sovkhores."? Socialist reproduction to an 
ever greater degree ie determined by intensive factors, as a consequence of which 
ite efficiency increases. Intensification of all reproduction and raising ite 
efficiency are the fundamental conditions for transforming the socialist economy 
into a communist one. 


Another decisive factor in intensive development (after technical progress) is the 
improvement in organization of labor and management. Technology forms only 
potential factors of intensification. To make them a reality, organizational fac- 
tors have to be put into effect. In the historical perspective, potential inten- 
sive factore and improvement in organization of labor and production evolve 
harmoniously, overcoming the contradictions that arise between them. The effect of 
both cited factors of intensiveness is manifested in growth in labor productivity. 
In practice it is important to bear in mind that growth in technical equipping is 
realized in raising labor productivity through ite social organization. Improved 
labor organization may in some instances secure even higher rates of growth in labor 
productivity than ite capital-labor ratio and conversely, the advantages of a high 
machine-worker ratio may be erased by poor organization of it. 


An indispensable condition for growth of intensification is a balanced state of the 
economy and a progressive change in the structure of the national economy. In the 
lith Five-Year Plan, managing the national economy will be aimed at completing the 
shift of the economy to intensive development. 


The main criterionfor intensification of production and utilization of manpower is 
growth in labor productivity. The intensification process therewith affects the 
use of both living and past labor which leads to a relative reduction in inputs of 
raw materials, fuel and materials, an increase in the yield of equipment and fixed 
production capital and an increase of greater output per worker per unit of time. 

A reduction in inpute of living and past labor per output unit under othervise 
equal conditions serves as the criterion for intensification. A saving in past and 
living labor over the long run moves in one and the same direction. As a function 
of circowmstances, rates of this saving may vary. Ultimately, in specific periods, 
saving of living labor agrees with the increased inputs of past labor. In the pro- 
cess, it is important that the total value of inputs of living and past labor 
declines. 


The intensive and extensive forms of reproduction are differentiated as a function 
of what weight in the growth of production and in total production the intensive 
and extensive factors have. A predominance of intensive factors yields the inten- 
sive, while a predominance of extensive factors—-the extensive form of reproduction. 
In practice both forms coexist, but the latter yields sore and more to the former. 


Intensification indicators may be divided into two types: =scructural (ratio of 
extensive and intersive factors, percentages of both factors) and dynamic (rates of 
growth of intensive factors). For example, the level of mechanization of labor and 
ite growth, the share of intensive factors in output increase and ite increase. 

















It ie important to track the interrelation of intensification indicators; they 
often control each other. Thus, the capital-output and materialse-output ratios 
must be studied simultaneously with productivity of living labor, since a reduction 
in total labor inpute (past and living) is important for society, while outlays for 
individual components may even be heterodirectional. 


Of special importance are the indicators and ways of measuring the ratio of inten- 
sive and extensive factore in the development of the national economy. There are 
various ways of measuring the share of intensive factore in the increase in output. 
For example, suggestions are made to measure it on the basis of the “production 
function.” But the technique for such calculations holde true only under the con- 
dition of an unchanged capital<-labor ratio. But if the latter grows, and the output 
increase exceeds the value of the increase in number of workers, then it cannot be 
considered that the entire increase in output can be ascribed to extensive factors. 
This defect in the technique for calculating by the "production function" was 
expressed in the fact that for the period 1951 to 1970, the share of intensive fac- 
tors in the increase in the final social product was 44.7 percent, although during 
the same period, productivity of social labor grew 4.3-fold while national income 
increased 5.3-fold. 


The intensive factors of expanded reproduction (production growth) can be reliably 
measured by the output obtained through growth in labor productivity. Here is how 
the increase in industrial output is obtained through growth in labor productivity: 
in the First Five-Year Plan--51 percent of total increase, in the Second-—-79, in 
the Fifth--68, Sixth--72, Seventh--62, Eighth--73, in the Ninth--84 percent and 
during the years of the 10th Five-Year Plan-—- 75 percent. In the increase in 
national income, the percentage of increase due to labor productivity was 58 percent 
in the Seventh Five-Year Plan, 87 in the Eighth, 80 percent in the Ninth and 75 per- 
cent for the four years of the 10th. Despite some flucuations due to various causes, 
particularly due to the deterioration in some periods of the conditions of agricul- 
tural production, the trend of rapid growth of the intensive factors of reproduction 
can be tracked quite clearly. The First Five-Year Plan--a plan of forced industria- 
ligation and radical restructuring of the national economic structure--was a 
turning-point period, after which the intensive factors of the increase in gross 
production and national income became the sharply predominating. 


It should be noted that almost all known articles are limited to measuring the share 
of intensive factors in the output increase, and not in the total output. Let us 
not, however, overestimate the increa.®: values. In output relative to total amount 
of it, they are comparatively small (in recent years, about 4 percent). The percen- 
tage of intensive factors in total output and not only in the growth of it is 
expressed by other values. 


There are suggestions to define the indicators for the degree of intensification by 
the ratio of “maximum" and “average” efficiency of production. 8 “average” effi- 
ciency is derived by the ratio of output and resources utilized, while “maximun"-- 
on the basis of the ratio of increase in output and increase in resources. It is 
suggested that the ratio between "maximum" and “average” efficiency be considered 
the indicator of the degree of intensification of production. The ratio of the two 
cited types of efficiency is the ratio between output growth rates and resources 
growth rates. It will show the dynamics of intensification of production, but says 
nothing about the level of it and the percentage of intensive factors of reproduc- 
tion. 











The share of intensive and extensive factore in production of the total social pro- 
duct, in total national income and in the total amourt of labor engaged in social 
production is legitimately defined, in our opinion, by the number of workers en- 
gaged in “machine” (mechanized) and manual labor. "Machine" (mechanized) labor 

ie more productive and intensive, and the more people released from manual labor, 
the more intensive production becomes. Of course, in some cases manual Labor may 
be more intensive than mechanized, but taking production as a whole and bearing in 
mind the historical trend in the evolution of production, the spreading of "machine" 
labor is equivalent to the spreading of intensive production. For the present, the 
percentage of manual labor and labor not “with machines" in USSR physical production 
is large, and more than half of all workers are engaged in it. This means that if 
the percentage of "machine" labor is taken as the indicator of intensification, the 
share of intensive factors in all production, and not its increase, still somewhat 
does not come up to one-half. 





However, manual labor is less productive than labor "with machines." The level of 
intensification of production of output must be increased with regard to produc- 
tivity of “machine labor." In any case, it is clear that the economic system of 
socialism has made great strides and left behind the age-old dependency of the wel- 
fare of society to a predominant degree on the physical efforts of man. This is a 
major characteristic of the material-technical base of developed socialism. Such 
is the path of all the rapidly developing socialist countries. Studies of the GDR 
economic system come to the conclusion that a shift to expanded reproduction pri- 
marily of the intensive type has been implemented in the country during the last 

10 to 15 years.9 In schematically evaluating the evolution of intensification, 
primarily as applied to machine production, it can be said that originally intensi- 
fication is carried out primarily by partial mechanization and mechanization of 

one or another industry (the first years of industrialization, the First Five-Year 
Plan). Then full mechanization, being extensively developed, with elements of 
automation appears on the scene. It represents the material-technical base of 
socialism. Finally, universal automation corresponds to the highest phase of 
communism (the highest efficiency of intensification is associated with it). 


However, when specific studies are made, there is a lack of general indications on 
the replacement of manual labor by machine in the process of intensification. 
Machines differ. It is important to establish in each period the level and rates 
of development of technology, on the basis of which intensification is accomplished, 
and just how much they make it possible to solve pressing social and production 
problems. 


Even under socialism there are economic limits on the use of machines, definable by 
their cost-effectiveness. K. Marx wrote: “If machines are considered only as 4 
means of reducing the price of a product, then the limit on their use is determined 
by the fact that the labor their production is worth must be less than the labor 
that is replaced by their use."!0 The limits on use of machines under capitalism 
are narrower than under socialism. Since under capitalism only inputs of capital 
(in particular only paid labor is considered an “input") are considered, inputs for 
machines (c + v + m) must be less than wages (v). Under socialism, the value of 
machines used (c + v + m@) must be less than the total social inputs for labor 

(v +m), i.e. the limit on use of machines expands. If the norm of the surplus pro- 
duct is taken as 100 percent, as often done by K. Marx and V. I. Lenin, the economic 
limit on use of machines expands twofold under socialisa. 





It seems important to us to both practically and theoretically attempt to deline 
the quantitative lower limit of use of machines (of fixed production capital) and 
how much it is sustained in a particular period. If the labor input associated 
with drawing in new productive capital and the labor savings duc to the use of it 
are equal, the ratio of both values will be one, which will aleo be the lower limit 
of use of the fixed production capital (machines). When the value of fixed capital 
accounted for by a worker (a sort of “value of a workplace") is less than the 
national income that the workers replaced by it could have created during the 
entire time of service of the capital, the result of using the capital (machines) 
is raised higher than the lower limit. 


By our calculations, in 1975, the lower limit on use of capital was exceeded for 

the national economy as a whole about 12<fold, for industry——8-fold and for agricul- 
ture--5-fold. These calculations are also affected by the structure of the capital 

(a large percentage of capital with long-term service raises the limit on use of it 

compared to the lower). With a decline in utilization of capital and an inadequate 

technical level of it, the economic limit on use of it is lowered. 


However, society does not freely choose any limit on use of capital if only it 
exceeds the lower (equal to one). Each new life cycle of capital must exceed, to 
the extent of technical progress and improvement in organization of production, 
what has already been achieved, and not the lower limit. Otherwise, a slowdown in 
the rates of economic growth is inevitable. 


In addition to economic limits on use of capital (machines), there are social limits 
of which observance under socialism is becoming ever more important. The social 
limits do not involve any barrier in the form of value of capital. They are defined 
entirely by the necessity of easing ‘vor, eliminating unhealthy forms of it, dis- 
placing monotonous operations that stifle the creative nature of activity, etc. 

But such a social effect of using the means of production is expedient oniy on con- 
dition that an economic effect creatable by exceeding the lower limit of use of 
capital (machines) is derived. 


A rapid buildup of the physical conditions of intensification is occurring in the 
USSR national economy. First of all, there should be noted the growth of fixed 
production capital, the electric power- and energy-worker ratio as well as the 
capital-labor ratio. 


In the general view, the growth of the organic composition of production indicates 
intensive development based on more modern technology. K. Marx stated that there 
exist many such factors of incensiSigeticn of labor that assume an increase in con- 
stant capital compared to variable. V. I. Lenin considered 5he decrease in vari- 
able capital to constant an expression of technical progress. In the process, 
under capitalism "... periods of technical transformations (when the ratio » dimin-~ 


ishes) yield to periods of progress on this technical basis (when the ratio ~ is 


invariable, and in some cases may even be increased) .!> In the Soviet Union, the 
growth of the organic structure of production is characterized by a change in the 
ratio of v to c or conversely c to v the following way. 











Year vic civ 











1959 0.51:1 1,.9:1 
1966 0.44:1 2.3:1 
1972 0.39:1 2.6:1 
1975 0.3731 2.70:1 
1978 0.37:1 2.70:1 


In the USSR, intensification is now assuming great importance in connection with 
the exhaustion of very substantial extensive factors, and this trend will be main- 
tained in the future. "... At the start of the eighties, we will have to emphasize 
the intensive factors of economic growth even more since the other factors are 
tapering sharply."!4 Therefore, and also in connection with the fact that huge 
production resources have been built up in the country, the question on sources of 
economic growth is raised in a new fashion in the llth Five-Year Plan. "The 
rational and economic use of natural, physical and labor resources is the decisive 
and most effective way of increasing the country's national wealth and rapidly in- 
creasing socialist accumulations and resources for consumption.” This is stated in 
the Basic Directions for USSR Economic and Social Development for 1981-1985 and for 
the Period to 1990.15 While in the preceding period, additional manpower was exten- 
sively drawn iacio production, high rates of growth of accumulation were maintained 
and capital investment went primarily for construction of new eneterprises, now in 
the llth Five-Year Plan, the focus is shifting to utilization of available produc- 
tion capacity, existing manpower, etc. Conserving raw materials and fuel is of 
great importance. In the past, capital investment grew faster than national income. 
In the new five-year plan, rates of growth of national income are higher than those 
for capital iivestment, and the latter are aimed primarily at modernization and 
completion of projects already underway. The planned savings in fuel for 1981-1985 
exceed more than fourfold the increase in oil production. 


Appropriate to the contemporary stage, one may speak of two major directions of inr- 
tensification: utilization of available production resources and accumulation. 
Associated with the first direction is the capability of deriving the needed effect 
in the shortest possible time. Intensification of utilization of avialable produc- 
tion resources embraces fuller utilization of fixed production capital, raw 
materials, fuel and manpower. 


Intensive forms of reproduction are usually divided into capital-saving and capital 
‘tensive depending on whether the amount of production capital per unit of output 
is reduced or increased. Both are observed in practice. It is important to estab- 
lish what is prevailing and what trend is regular. Capital-intensiveness must be 
considered in the aggregate with labor-intensiveness. Long-term growth in capital- 
intensiveness may be adopted by society only on the condition that it is compensat- 
ed for by faster reduction in labor-intensiveness and aggregate inputs for past and 
living labor per unit of output are reduced. Most progressive is that intensifica- 
tion by which labor productivity grows faster than the capital-labor ratio. 


The dynamics of capital-intensiveness in the USSR economy have undergone consider- 
able fluctuation. In the fifties, when replacement resources were drawn into turn- 
over (available capacity was used more fully), the index of the physical amount of 








National Income and Resources Applied 


It 1970 1975 1978 
National income in constant prices, 
billions of rubles 289.9 382.7 443.5 
Production capital applied, 
billions of rubles 857.0 1256.1 1515.8 
fixed 531.0 805.0 1006.0 
Wage fund in physical production 
(necessary product), billions of rubles 114.6 148.2 157.2 
Production capital applied per ruble of 
nationai income, rubles 2.96 3.28 3.42 
Wages per ruble of national income, rubles 0.40 0.39 0.35 
Total 3.36 3.67 3.77 
Social labor productivity index 100 125 140 


national income overtook the production capital growth index. At the start of the 
sixties, capital intensiveness increases, however, in the Eighth Five-Year Plan 
(1966-1970), it, as a rule, did not increase. In the seventies, the output-capital 
ratio diminished. The table above shows how the capital and labor intensiveness of 
national income changed in the period 1971 to 1978. 


From these approximate calculations, it is evident that the capital applied 
increased faster than national income. The growth in capital-output ratio did not 
cover the reduction in labor intensiveness. With a cost calculation, the picture is 
somewhat different. As is known, cost declines in direct proportion to labor pro- 
ductivity. It is natural to assume that the cost of the products making up the 
wage fund declined in proportion to the labor productivity index. Then the wages 
per ruble of national income will be not 35 kopecks, but 40 percent less, i.e. 21 
kopecks. But in this case too the loss from the increase in capital intensivenss 

is not fully covered. On the whole, each ruble of national income in 1978 was 41 
kopecks “more expensive" than that of 1970. 


Let us repeat that these are approximate calculations. In particular, there is some 
incomparability of prices in them. It should also be borne in mind that although 
the amount of accumulations per unit of capital applied declined, the amount of 
monetary accumulations in 1978 increased by almost 70 billion rubles over that of 
1970. It should be recognized that intensification of production proceeds slowly 
and does not ensure an increase in effectiveness to the proper extent, and reserves 
are not fully utilized. The availability of the latter is indicated by the data on 
USSR production being considerably higher than U.S. production of steel, chemical 
fertilizers, cement and other items, while in the end results of production-~-in 
national income-—-the USSR lags behind the United States by 33 percent. 


The decline in labor productivity growth rates combined with the reduction in yield 
on fixed capital presents an unfavorable picture of the aggregate saving in labor in 
the course of development of production. The saving in labor from utilization of 
labor and physical resources of production does not only not increase relative to 





the amount of these resources, but even declines absolutely. In 1970 in relation 
to 19¢ , it was more than 30 million conventional annual workers, in 1975--20 mil- 
lion i, relation to 1970, and in 1980 in relation to 1975 will be 15.1 million 
people. It is clearly evident that the rates in reduction of manual labor are in- 
adequate. In addition, the absolute amount of those engaged in manual labor is 
increasing. Social reproduction in the process of creating the material-technical 
base for communism must be intensified to a greater degree. Hence the task of 
mechanization and automation, acceleration of scientific and technical progress 
and overcoming the lag that has begun to show in the rates of introducing intensive 
methods into production. In the llth Five-Year Plan, the task of improving the use 
of fixed production capital and raising labor productivity has been set. A compo- 
nent of the five-year plan will be the special program to displace manual labor. 


Intensification of use of production capital must be considered by each group: 
fixed production capital and working physical capital. The reduction in yield on 
fixed production capital, if considered in constant prices, i.e. capital apprecia- 
tion and product price changes are eliminated, can be explained by chree main 
causes: the reduction in time of capital utilization, extended periods for 
assimilation of new capital and the reduction in the technical level of capital, 
when each unit of new capital, under otherwise equal conditions, is incapable of 
generating greater output than under the old capital. 


Intensification of accumulation is of special importance for the characteristic of 
expanded reproduction. Through it occurs formation of new sectors of production 
and the introduction of more modern machines and technological systems. Therefore, 
it seems incorrect to state that socialist accumulation is the "sole source and 
mandatory condition for extensive growth of production,” that “intensive growth in 
itself does not require accumulation of the means of production," and “accumulation 
of capital is an extensive method of developin; productive forces."1® 


Accumulation, as a rule, leads to the creation of the most technically modern enter- 
prises md, thus, is a powerful factor of inctenisfication. Under socialism, produc- 
tion expands on a large scale and at high rates. In addition, at any given time, 
accumulation contradicts consumption. Under otherwise equal conditions, the less 
the capital of accumulation, the more the consumption. Therefore. strengthening 
the intensive sources for formation of accumulation, as well as utilization of this 
capital with greater competence are tasks of paramount importance. 


The less living and past labor that will be expended per unit of accumulation, the 
greater will be, with the same agounts of accumulation, the use values representing 
its physical composition, i.e. with the same resources and mure intensive use of 
them, the physical amount of accumulation increases. Such cases were analyzed by 
K. Marx and he came to the conclusion that with a constant and even declining value 
of additional capital, there is accelerated accumulation if that same value of con- 
stant capital is expressed in a greater quantity of means of production and variable 
capital draws in more workers. The amounts of reproduction expand physically. 
Additional labor, created by greater effort of manpower, can increase the substance 
of accumulation, i.e. surplus product and surplus value, without a corresponding 
increase in the constant part of capital, 1? As a result of intensive reproduction 
of fixed capital, its replacement value is lowered and the productivity (competence) 
of each unit of production capacity is raised. 

















Juet how great the possibilities are for applying intensive methods of accumulation 
ie indicated by the fact that in induetry (and industrial goods prevail in the com 
position of accumulation), labor productivity grew almost 2.5<fold during the 
period 1961 to 1978. Unfortunately, the labor productivity growth rates in the 
10th Five-Year Plan did not permit increasing the formation of accumulation on an 
ever wore intensive basis. 


At the same time, on imerease in the share of extensive factors of production can 
lead to « reduction in the rates and even an absolute decrease in the amounte of 
accumulation, For example, compared to the preceding year, the amount of accumula~ 
tion declined in 1963, 1972, 1975 amd 1979. The decline was 1.5 to 6 percent of 
the aceumulation fund and wae due primarily to unfavorable weather conditiors and 
a decline in labor productivity in agriculture. 


Growth in capital intensiveness of social production causes a decline in effective- 
nese of the accumulation process. Thus, with a steady norm for production accumula- 
tion in USSR national income, the slowdown in rates of growth for the latter deter- 
wined a reduction in the economic effectiveness of the nore for production accumula~ 
tion. The coefficient of thie effectiveness (ratio of average annual rate of 
growth of the country's national income to the average annual nore for production 
accumulation) was on a five-year plan profile: 0.40 for 1961-1965, 0.48 for 1966- 
1970, 0.38 for 1971-1975. A further decline in it was observed for the period 

1976 to 1979. 


The accumulation fund is formed from sational income. Amortization may be partially 
included in accumulation. A considerable eum of amortization is accumulated with 

a large amount of fixed production capital during ite period of service. Use of 
part of amortization eums for accumulation becomes poesible because the value of 
reproduction of capital declines during ite service period; a difference is formed 
between the value on which amortization is charged and the value of reproduction of 
capital to the end of the amortization echedule. This effect brought by technical 
progress may be considered accumulation. 


The reduction in replacement value of capital compared to the balance is an indica- 
tor of ite intensive reproduction. It depends on labor productivity growth, pro- 
grees in technology and a reduction of input for production of a unit of capital. 
At any given time, it may be more or less significant, but aay never become the 
prime source of expanded reproduction and surplus product made superfivous for this 
purpose. But these are exactly the incorrect conclusions made by some suthors. 

Yu. M. Ivanov believes that amortization has become the basic source of accumulation 
that surplus product used to be, and thet in the 10th Five-Year Plan, with the abso- 
lute decline in the productive use of surplus product, the source of rates of 
accumulation of fixed capital is amortization for renovation purposes. 


Such statements can lead to serious sisunderstandings. The increase in the percen- 
tage of amortization in capital investment in industry in recent years was caused 
by the decline in rates of investment, the increase in the role of simple reproduc- 
tion and the diversion of part of the eurplus product created in industry to other 
sectors. All thie is sot synonymous with « decline in the role of surplus product 
in reproduction. 
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Amortization may never be the source of high rates of accumulation, This pertains 
to the 10th Five-Year Plan toe. Conditions of production and reproduction in 

these yeare hardly improved @ucy. Output production coset varied insignificantly 
from year to year and in a number of cases increswed., Thus, the diffference between 
the replacement and original value of capital, i.e. the amount making up the 
accumulated part of amortization, could not be impressive. Maintenance of signifi-~- 
cant rates of growth of fixed capital in the lOth Five-Year Plan ie most probably 
due to the large capital inpute of past years, and not to amortisation replacing 
surplus product as a source of accumulation. 


The decline in usable surplus product io industry caused by redistribution did not 
mean the position was the same in the entire national economy. On the whole, sur- 
plue product usable for capital tnveetment increased from 84 billion rubles in 1975 
to 91.8 billion rubles in 1979. Debunking surplus product is uwowarranted either 
theoretically or practically. 


The accumulation fund is ueed for new construction and modernization, increasing 
physical working capital, creating reserves and some other purposes. The structure 
of accumulation is steady. About 60 to 66 percent of the accumulation fund is 
expended to increase fixed capital, including about 40 percent to increase produc- 
tion capital, and from 33 to 40 percent to increase physical working capital and 
reserves. Improving the physical composition of the accumulation fund (for example, 
introducing more technically modern and competent means of production) forms a 
potential possibility for raising the effectiveness of use of the accumulation fund. 
Intensification of the use of accumulation makes it possible to either manage with 
4 lesser amount of it, or with the same accumulation, to expand production on a4 
greater scale and increase the capital of sectors serving consumption by the popu- 
lation. The main part of accumulation goes to capital construc ion and improvement 
of it. This is the basic path for rationalization of use of the accumulation fund. 
The prevailing above norm increase in construction schedules, construction cost 
increases against plans and estimates, extended schedules for assimilation of new 
capacities and the growth in uncompleted construction are reducing the ef fective- 
ness of the accumulation fund and diverting means that could go to expansion of 
consumption. The following example indicates the reserves for intensification of 
accumulation. During the period 1975 to 1979, the accumulation fund increased by 
12.5 billion rubles, but unfinished construction—by 29.9 billion rubles. 
"Unfinished projecte” not only “absorbed” the increase in accumulation, but also 
took not a little from the main amount of accumulation. 


Of great importance to intensification of utilization of the accumulation fund and 
of raising the effectiveness of capital investment is increasing the share of inputs 
for expansion and modernization of the enterprise, which is emphasized in the Lith 
Five-Year Plan. Of course, expansion and modernization have their limite; new 
sectors and production can be created only by construction. 


Ae the facts show, socialist expanded reproduction is reproduction on an intensive 
basis. The transition to communism requires strengthening intensification in all 
sectors of economic construction, but the main seans of raising in’ ensification is 
technical progress and improving the organization of labor and production. 
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ROOWOMLC POLICY, ORGANIZATION AND MANAGEMENT 


INDUSTRIAL LNFRASTMUCTURL EAAMINED 
Moscow EKOWOMIGHESKAYA GAZETA io Russian No 18, Apr 61 p 15 
[Article by ¥. Krasovekiy, doctor of economic eciences: “Production Infrastructure”) 


(Text) The problem of infrastructure is an important probles of economic policy, 
national-economic planning and operetional practice. The 26th CPSU Congress set « 
task of ensuring accelerated growth of sectore of the production end social-consumer 
infrastructure. in thie connection, « sumber of questions arise relating to the de- 
velopmental level of these sectore, effectiveness of the resources allocated for 
them and the role of intensification of production in the reproduction process and 
solution of taske for the purpose of raising ite efficiency. 


General Camditione of Production 


The tere “infrastructure,” vhich hes made ite appearance recently and is being in- 
creasingly frequently employed derives from «. Marx's 
sector existe among the sectors of 
ditions for the functioning of the 
portance of such general conditions 
providing for them. Among thee, first p 


over within the framework of saterial production. 







Traneport, communications, asterial-techmiceal supply and othem providing genera) 
conditions of production of « subdivision of the netional economy usually com to- 
gether under the concept of “production infrastructure.” Passenger transport, com 
@umications serving the populstion, trede and public-dining enterprises and other 
similar eubdivisions come under the social-coneumer infrastructure. 


im the economic literature, elemente of the infrastructure are frequently different- 
ly defined. Research is continuing om refining the conception and compositia of 
iofrastructure. In draving pointe of view closer together, @ iaportent role was 
played by the All-Uniom Conference “Effectiveness of the Development of the Infre- 
etructure in the USSR National Economy” held in Tallinn sear the end of lest year. 

At Cimes there is to be observed ap wmjustified infatuation with the term “infre- 
etructure” and “infrastructure subdivisions.” <A high level of scientific precision 
amd correctness in their use is required. 

















The designation of infrastructure sectors in planning and in operational practice 
naturally does aot mean « rejection of the fundamental divie 
tion inte eubdivieion | and subdivision Il, nor does it 
kind of third subdivision or to “unification” of product 





Specific Nature of ladividual Componente 


lnfrastructure probleme heave become by now quite important. Acute questions of op- 
erationel practice heve arisen which demand accelerated development of infrastructure 
subdivisions. This applies first of all to transport and development of warehousing. 
At the 26th furty ‘ongress, thie question received euch attention. It was deemed ad- 
visable to work out ⸗ special purpose comprehensive proeram for traneport and the 
foodetuffse program that took into consideration the need for a corresponding deve lop- 
ment of trade and warehousing io order to imaprowe the etete of preservation of 
products. 


When examining infrastructure problem, it is useful to differentiate between arising 
requirements here and tasks in conformity with different levels of the country's 
economy. Thus within the framework of «a unified national-economic complex, special 
importance is attached to taske of a unified syetee of electric supply, gas supply, 
deve lopment of arterial transport and ite cooperation in relation to transport 
centers. 


Major infrastructure problems arise at regional-production complexes, especially in 
the solution of fuel and power problems. The development of « production and social- 
consumer in‘rastructure is « most iaportent condition of successful economic develop- 
ment of che Baykal-Amur Main Line sone. 


Contemporary iofrastructure provision would make it possible to improve the function- 
al efficiency of the agroindustrial comlex. in an address to the 26th Party Con- 
gress L.l. Brezhnev emphasized: “... It would be difficult to picture an effective 
agroindustrial complex and the modern village without the development of « road net- 
work, reliable transport, elevators, storehouses, warehouses, refrigeration facil- 
ities and packing services. Disorder, the lag of amy of these elements inevitably 
affects the quantity and quality of the end product. 


On @ more local level, tasks relating to the creation of an effective infrastructure 
have to be solved with the formation of industrial centers for which there is created 
@ gemeral system of servicing production operations and transport. Among these probd- 
lems are to be found problems connected with the provision of « functioning city 
economy with ite complex communications and various servicing subdivisions. 





In the ephere of the national-economic infrastructure, our country serves as « model 
along « number of directions for many countries; significant successes have been at- 
tained in the development of this ephere. One can point to the high level of cen- 
tralizatian of the power supply amd interconnection of power capacities. Such « 
centralized power supply encompassing tremendous spatial areas does not exist in 
other countries. The fact that it is possible to transfer electric power vithin « 
framework of unified power systems over vast expanses from «99( to weet amd vice 
verea provides the opportunity to utilize daylight just « conel differences 
by taking advantage of differences in maxious-rdnime lo» | thue to save 
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billions of kilwatt@houre of electric power, It is worthwhile remembering that 
the power system in the United States has been largely lagging in term of level 
of concentration. 


There has also been created « powerful system of water-management etructures. An 
arterial syetem has been created for railroad transport. Arterial railroad routes 
have broad-gauge track. Large-load care, powerful diesel and electric Locomotives 
operate on them, Noreover, railroad, river and air transport are being coordinated, 


it would be timely to remind one of the existence of a well-organized infrastructure 
facility as the country's Unified System of Gas Supply. In 1980 the extent of gas 
pipelines reached 130,000 kilometere and by 1965 it should equal 160,000 kilometers. 
Further development of the system is founded on the use of new equipment of big in- 
dividual capacity and high level of efficiency. 


On Regional Scales 


In the just etarted five-year plan, « great deal of attention is being given to the 
improvement of allocation of productive forces both in fully developed and in new 
regions. An important role is given in this to the creation of an efficient infra- 
structure. Ite rational formation is being based on a systematic combination of 
regional and sectorial planning and on the development end realization of special- 
purpose comprehensive programs for the development of individual regions. Regional- 
production complexes and industrial centers ere progressive form of territorial or- 
ganization of production. There are to be developed such regional-production com 
plexes as the West-Siberian, Sayansk, Angere-Yenisey, Timano-Pechora, South-Yakut, 
Pavlodar-Ekibastuz, South-'s \*« and others. Their establishment, as vas pointed 
out at the 26th Party Congress, is entering a new stage characterized by the estab- 
lishment and development of an entire complex of sectors as well as servicing pro- 
duction operations. 


In this connection, particular urgency is to be attached to problem of rational or- 
ganization of the operation of regional-production complexes, the overcoming of de- 
partmentel isolation, which is particularly marked in the construction of servicing 
facilities. The creation of a unified road, port and warehousing operations md 
rational organization with consideration being given to the common interests of 
auxiliary production makes it possible to attain significant savings of capital 
investment and to reduce current outlays. 


A significant portion of enterprises undergoing construction is being united into 
industrial centers. The realization of the advantages inherent in thie form of or- 
ganization promotes the development of so-called regional plans for the concentre- 
tion of industrial and civil construction. Such plans are intended to provide « 
rational tie-in of plane of construction projects at a given site, the concentration 
of servicing facilities and services and the creation of most economicea)] routes and 
communications. 


Such a principle of construction has a favorable effect on the quality of construc- 
tion work and the organization of a local industrial infrastructure and contributes 
to the improvement of the technological structure of enterprises. Analysis of sore 
than 130 plane of industrial centers approved by Gosstroy VSSR showed, for exemple, 
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that the number of individual buildings and etructures thanks to blocking could be 
reduced by 32 percent on the everage. 


in the Basic Directions adopted by the 26th Party Congress, the task was set of de- 
veloping on « wider scale intersectorial cooperation of production operations located 
in one and the same reaion while not permitting unjustified duplication and paraliel- 
lem in the creation by various departments of facilities of the production and aa- 
production infrastructure. 


Now there has already been formed a Commission on Questions of Development of the 
Weetern Siberian Petroleum-Ges Complex of the USSR Council of Ministers and aleo am 
Interdepartmental Regional Commission under Gosplan USSR which is domiciled at Tyu- 
men'. These and other measures on improving regional planning and the sanagement of 
regional-production complexes will aid in the rational organization of operational 
interre lations. 


Much in the establishment of an effective production infrastructure depends on the 
active position of local sovietse of people's deputies. The recently adopted decree 
on further expanding the role of the soviets in economic construction makes it pos- 
sible for them to effectively exert am influence on raising the efficiency of opere- 
tion of associations, enterprises and organizations. 


Experience shows that the biggest results are attained there where use is made of 
modern technical resources and daring planning solutions in the creation of the pro- 
duction infrastructure. 


lt is possible to recall such an interesting solution to the probles of supply for 
Noril'sk. Noril'sk used to be cut off for a long period, for almost eight months of 
the year, from “material” bases, which created a mass of economic difficulties. It 
used to be necessary to bring in supplies for the entire year, to build tremendous 
warehouse facilities; it aleo used co be difficult to take out products, which could 
only be done during the short navigational period. Today Noril'ek is supplied with 
convoys of ships with the aid of icebreakers. The navigational period has been exr- 
panded to 120 daye, to almost four months. The people of Noril'sk have also proposed 
to send an icebreaking fleet along the Yenisey and thus to take out products through- 
out the entire course of the winter. All this constitutes exemple of creative solvu- 
tions, technical and organization] incvovations in iaprovement of the infrastructure. 


Aseesement of Effectiveness 


One of the most iaportant questions in study of the infrastructure is a correct es- 
sessment of ite economic effectiveness. Today this question should be put fros 
somewhat of a different angle than has been the case up to the present tim. 


Economic science and operational practice possess aethods of calculating ef fective- 
ness of capital investment for individual sectors of production and facilities in- 
cluded in the infrastructure. Methods of calculation are well known, and signifi- 
cant practical experience has been accumlated in the determination of efficiency 
of transport and communications, material-technical supply facilities, power trans- 
mission lines, vater-management and irrigation structures. 


But in all existing methodologies and practical methods of computation, the sector- 
ial principle is predominant. At the same time, the main result of infrastructure 
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sectors is realized not by them themselves but by servicing national-economic in- 
etallations and by the national economy as a whole, that is, not by basic but by 
“associated” sectors. Furthermore, the “associated reeult" becomes in essence the 
main result. A certain basie existe for considering the intrasectorial result of 
the infrastructure as a concomitant result. 


In computations of the national-economic result of the infrastructure, the main 
thing must be deteruination of economic losses that could be either eliminated or 
reduced for a given solution or developmental alternative. 


For this reason, the question of the effectiveness of these or those installations 
cannot be solved on the basis of my the intrasectorial cost-accounting result. 
Such a result ie actually not big, but the national<economic effectiveness could be 
siepnificant. llere very exhaustive and complete calculations are required. Thus, 
the pool of trucks in the countryside under conditions of lack of roads goes out of 
order significantly more quickly, while with good roads, the service life of equip- 
ment is significantly extended. 


At the Scientific Council for Leonomic Effectiveness of Fixed Capital, Capital In- 
vestment and New tquipment of the USSR Academy of Sciences, work ie going on in the 
preparation of special instructions (according to standard methods) for determina- 
tion of the effectiveness of capital investment in the infrastructure. At ineti- 
tutes belong to the Academy of Sciences and at sectorial scientific institutions, 
the range of studies on the subject of the infrastructure has been recently expanded. 
This work is conducted as a rule in close relation to economic practice and will 
contribute to the solution of the tasks of the Lith Five-Year Plan. 
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PLANNING AND PLAN LMPLEMENTATILON 


PROPORTIONALITY CONCEPT APPLIED TO CURRENT PLAN 


Moscow POLITLICHESKOYE SAMOOBRAZOVANIYE in Russian No 4, Apr 81 pp 12-20 


[Article by B. Plyshevekiy: "The Basic Proportions of the llth Five-Year Plan") 


{[Text) Further social progress of our society and implementation of the program 
adopted by the 26th CPSU Congress for enhancement of the people's welfare can only 
be based on economic progress and on profound changes in the material and techni- 
cal base of the national economy. The economic strategy developed by the party 
is rooted in the premise that the development of the economic system in the stage 
of mature socialism must primarily be based on intensification of national pro- 
duction, its increased efficiency, and acceleration of scientific-technical pro- 
gress. The task set up as a consequence is to provide for the dynamic and balanced 
development of the economics of the USSR as a unified national economic complex 
and to obtain proportionate growth of all ite epheres and sectors as well as growth 
of the economic system of each Union republic. 


The materials of the 26th CPSU Congress outlined the chief aspects of the solution 
of these problems in the forthcoming 10-year period. These solutions entail progres- 
sive changes in the structure of the national economy, improvement of the inter- 
sectorial and intrasectorial proportions, accelerated development of the indus- 

tries which determine scientific-technical progress, the setting up of large ter- 
ritorial production complexes, all-round development of the agroindustrial complex 
and the sectors of the production and social infrastructure, and accelerated growth 


of consumer goods production. 


The review report made to the 26th Party Congress by the CPSU Central Committee 
called attention to the importance of preparing and iuplementing an effective 
structural policy. “If we look ahead five and 10 years," said Comrade L. I. 
Brezhnev emphatically, “we cannot today forget that it is in these years that we 
will evolve and set up the national economic structure with which the country will 
enter the 2lst century. This structure gust embody the basic features and ideals 
of the new society; it quest be in the vanguard of progress; and it must incorpor- 
ate the integration of science and production and the indissoluble Linking of 
creative thinking and creative labor." 


The objective process of growth of the complexity of the economic links has given 
rise to the considerable attention being focused on the task of providing for 
proportional development of the national economy and strengthening of its balanced 








etructure dn the practical activity of all the economic management organs and 
every production collective in fulfillment of the congress decisions. We know 
from the theory of management that the number of these links increases proportion-~ 
ately to the equare of the increase of the production volume. If the production 
volume, for example, doubles then the number of production links between the 
various sectors of the economic system increases four-fold. 


The intensification of the national distribution of labor and the complexity of 
the sectorial and territorial proportions make it necessary to maintain strict ad- 
herence to the planning discipline. Management and planning are tasked with 
greater requirements in respect to the formation of optimum proportions in the 
development of production. This entails, first of all, exploiting to the utmost 
the advantages of planned socialist economics, taking more fully into account the 
social requirements, reserves and potentialities for increasing production ef- 
ficiency, and using effective instruments for achieving the proportions prescribed 
by the plans. 


The solution of these problems is complicated by the lag in the development of a 
number of important industries, a lag which has manifested itself in recent years. 
As we know, the 10th Five-Year Plan assignments for increasing the production 
volumes and stepping up the production efficiency in some industries have not been 
carried out in full. The intensification of the national economy is being hindered 
by the fact that the mechanism of management and planning, the methods of economic 
operation, and the level of labor and operational discipline are all falling short 
of the present-day requirements. At the 26th CPSU Congress it was noted that ne 
national economy is still plagued by bottlenecks and disproportions which resulted 
from both objective and subjective causes. This is preventing us from advancing 
at more rapid rates. The party is focusing special atteation on such sectors as 
the metallurgical and fuel industry, machine building, capital construction, rail- 
road transport, and production of agricultural products and consumer goods. 


When we address the matter of objective causes, we must first of all cite the un- 
favorable weather conditions which affect agriculture. As in the previous years, 
unremitting attention was focused in the 10th Five-Year Plan on the development of 
this sector and the strengthening of its material and technical base. In compari- 
son with the Ninth Five-Year Plan capital investments in agriculture increased 1.3- 
fold and comprised (for the entire complex of work) more than 27 percent of the 
total volume of capital investments in the national economy. A large quantity of 
agricultural equipment and mineral fertilizers was delivered to the kolkhozes and 
sovkhozes and irrigation and land improvement work was carried out on a vast 

scale. 


But the return from these enormous outlays fluctuated greatly over the years be- 
cause three of the last five years (1977, 1979 and 1980) were years of crop 

failures. Whereas the average yearly harvest of grain in the five-year-plan period 
was 205 million tons (the highest yield was obtained in 1978--237.4 million tons), 

in 1977 the harvest comprised 195.7 million tons, in 1979--179.2 million tons, and 

in 1980--189.2 million tons. This, of course, complicated the task of satisfying 
the population's growing requirements for food products and food and light industry's 
growing requirements for raw material. 
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Among the objective causes we must also cite a more rapid depletion than pre- 
viously expected of some of the mineral resources, as, for example, the oil fields 
of the Volga region and the coal in the Donets Basin. Fulfillment of the assign- 
mente established by the five-year plan required accelerating the development of 
the new deposits in the eastern part of the country, which entailed large one-time 
outlays for the building of roads and other communications and for the construction 
of a base and housing and municipal services. 


The development of some sectors of industry has been retarded by a decline in the 
quality of the raw material extracted. The increased ash content of the coal and 

a very substantial reduction in the metal content in the ores of the ferrous and 
most of the nonfc.rcous metals are increasing the proportion of raw material which 
does not lend itself to the concentration process. Thus, the ore extracted in 1950 
had an iron content of 50 percent, in 1960--44.5 percent, in 1970--37.3 percent, 
and in 1980--35.1 percent. The decline in the content of the basic mineral com- 
ponent is, of course, increasing the volume of extraction and processing of the 
mining mass and complicating the technological production flow systems in power en- 
gineering, metallurgy and chemistry. The development of the food and light indus- 
try was, to a certain degree, affected by the reduction of the sugar content in sugar 
beet and the reduction in the yield of cotton fiber from raw cotton. 


However, the chief reason for the continued existence of bottlenecks and de- 
ficiencies in the national economy is the fact that im the matter of further en- 
hancement of production efficiency we have not succeeded in moving forward, 45 

it was programmed by the five-year plan. At the 26th Party Congress Comrade L. I. 
Brezhnev pointed out that "We have still not fully overcome the forces of inertia, 
tradition and custom which evolved in the period when not so much the qualitative 
but the quantitative aspect of the matter came to the forefront." 


The llth Five-Year Plan represents a critical stage in the fulfillment of the lone- 
range tasks of the party's economic strategy. The chief task of this policy is io 
provide for the further enhancement of the welfare of the Soviet people on the 
basis of a stable and consistent development of the national economy, acceleration 
of scientific-technical progress, and steering of the economic system on to an 
intensive path of development; also, a more efficient use of the country's produc- 
tion potential, a thoroughgoing program of economy in the use of all types of re- 
sources, and improvement of the quality of the work. Also defined in accordance 
with this were the directions for achieving a balanced economic growth. 


The characteristic feature of the period which is underway is that in comparison 
with the 1970's further advance of the economic system and further enhancement of 
the people's welfare must be achieved in the context of a considerably lesser in- 
crease of the number of workers and the volume of fuel, energy and raw material re- 
sources and capital investments involved in economic turnover. 


In the Lith Five-Year Plan the increase of labor resources will be less than one- 
third of the previous figure in absolute terms. As the demographic forecasts indi- 
cate, the slowdown in growth of the labor forces will continue up to the close of 
the 1980's. In the LOth Five-Year Plan extraction of petroleum (including gas con- 
centrate) increased by 112 million tons, while in the Lith Pive-Year Plan the in- 
crease of this very important source of fuel and raw material for the chemical 
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industry will be 17-42 million tons. In the ensuing five-year period capital in- 
vestments in the national economy are targeted for a 12-15 percent increase as 
against 29 percent in the preceding five-year period. The rates of growth of the 
output of industry, agriculture and national income are planned within limite the 
average value of which is equal to or even higher than that achieved during the 
last five years. 


Special attention is therefore being given to the making of major progressive 
changes in the structure of the national economy, changes which are expected to be 
conducive to a reduction in the coste incurred in the production process, an in- 
crease in production efficiency, and acceleration of the process of switching the 
economic system to a primarily intensive path of development. 


Improvement of the national economic proportions will be manifested primarily in 

an increase from 75.3 percent in 1980 to 77.3 percent in 1985 in the consumption 
fund shape of the national income. In accordance with the party line calling for 
maximum utilization of the available resources for enhancing the people's welfare, 
nine-tenths of the increase of national income will be directed to precisely these 
objectives. A stable and balanced expansion of production with a reduced pro- 
portion of the accumulation fund in the national income is to be achieved primarily 
by more effective use of the capital investments and other outlays connected with 
the development of production. 


In the LOth Five-Year Plan the rates of growth of the industry sectors which pro- 
duce the means of production exceeded to a considerable degree the rates of develop- 
ment of the industries which produce goods for the population. At the 26th Party 
Congress it was noted that industry's potential for expanding the production of 
consumer goods is clearly not being adequately exploited. To correct the situation 
which has evolved the basic directions for the new five-year plan include the task 
of accelerating the rates of development of Group B--they will exceed to some ex- 
tent the rates of growth of Group A. It is planned to increase production of the 
output of the Group B sectors by 27-29 percent whereas the increase in the past 
five-year period was 21 percent. Participating in the increase of production of 
consumer goods will be virtually all of the sectors of industry, including heavy 
industry. 


The 26th Party Congress has assigned important tasks in respect to improvement of 
the sectorial and intersectorial proportions. The plan calls for acceleration of 
the rates of development of the industries which determine the progressive struc- 
tural changes in the national economy. Also, the development of all the indus- 
tries and the work of every production collective are being oriented for the most 
economical methods of providing for the growing national requirements. 


In the period which lies ahead the efforts to increase the production volumes must 
be reinforced to an even greater degree by measures which will enable us to improve 
the use of the production potential on hand and to provide for a closer coordin- 
ation between the extraction and the processing industry and between the sectorial 
and territorial proportions. The party sees in this an effective instrumentality 
for the balanced development of production on the basis of application of the 
achievements of scientific-technical progress; also, an important springboard for 
increasing the effectiveness and quality of all our work. 
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Consistent implementation of the party line for efficient utilization of the mater- 
ial, labor and financial resources is the most important requirement for improving 
the balanced structure of the national economy and for establishing the necessary 
reserves. This endeavor reflects the comprehensiveness of the approach to solu- 
tion of the problems involved in achieving a balanced development of each of the 
groups of interrelated industries: fuel and energy, production of structural 
materials, the agroindustrial complex, and the various types of transport. 


Recent years have shown a definite lack of coordination in the development of the 
extractive and processing sectors of industry. The new five-year plan calle for 
the achievement of greater harmony in the growth of these sectors. The measures 
being undertaken for this purpose are in two directions. First of all, we are 
strengthening the raw material base for ferrous and nonferrous metallurgy and the 
chemical and other sectors of industry. In addition to the development of new 
deposits of raw material and fuel, we are planning for this purpose a fuller re- 
covery of the useful components derived from ores. We will increase the compre- 
hensiveness of the processing of raw materials and we will make increased use of 
local raw materials and materials. At the same time, we must step up the work of 
economizing on the types of raw materials and materials in short supply in the 
processing industries and we must make more extensive use of resource-economizing. 
techniques and low-waste and waste-free technology. Particular attention is being 
focused on strengthening of the “upper stages" of the pertinent sectors: the 8o- 
called fourth reprocessing in metallurgy, the finishing work in construction, and 
the final production processes in light industry. 


In the llth Five-Year Plan there is a 20-24 percent increase in the production of 
electric power. In the European part of the country it is planned to obtain this 
increase mainly in the atomic and electric power stations. On the rivers of 
Siberia, the Far East and Central Asia we will build large hydrostations and the 
accelerated construction of thermal stations will enable us to make effective use 
of inexpensive coal from the Ekibastuz and Kansk-Achinsk basins as well as natural 
and oil-well gas from the beds of Western Siberia. 


In the fuel industry preeminent development is characterizing the extraction of gas 
and oil in the regions of Western Siberia, Kazakhstan and the northern part of 
European USSR and the mining of coal by the open-pit method in the Kansk~-Achinsk 
and Ekibastuz fuel and energy complexes. The eastern and northern regions will 
furnish practically all of the increase of extraction of fuel, compensating for 

the output which was furnished by the now depleted deposits. For the five-year 
period as a whole extraction of oil will increase by 3-7 percent, gas by 38-47 
percent, and coal by 7-12 percent. 


The most important direction in the use of fuel and energy resources will be the 
cutting down of consumption of petroleum and petroleum products as boiler and fur- 
nace fuel. The increased extraction of gas will enable us to begin pressing for- 
ward more actively in replacing oil ae a fuel and in cutting down consumption of 
mazut. All this will help to shift the economic system to an energy-conserving 
path of development. A great deal of attention is being focused on more extensive 
use in economic turnover of secondary materials and fuel and energy resources as 
well as concomitant products. 
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In the structural materials complex accelerated rates are planned for development 
of production of economical types of rolled ferrous metals, aluminum, synthetic 
resins, and plastic, composition materiale, and bonded wood construction materials. 
The proportion of progressive structural materials in the total production of éuch 
materials will increase not less than 1.5-fold,. 


The chief direction for further development of ferrous metallurgy will be improve- 
ment of the quality and expansicn of the production of effective types of metal 
products. Thus, in increasing by 14-17 percent the five-year plan production of 
rolled stock, we will increase three-fold the production of powdered metal and 1,5- 
2.5-fold the production of cold rolled sheet, and sectional and high-precision 
shaped rolled stock. The output of the chemical and petrochemical industry will 
have to be increased by 30-33 percent, including 65-72 percent for production of 
synthetic resins and plastic. In the building materials industry a 17-19 percent 
increase in the production of construction structures will result in the pre- 
eminent development of the production of the items which provide for a reduction 
in the metal intensiveness, cost and labor intensiveness of construction, a re- 
duction in the weight of the buildings and structures, and an increase in their 
heat reflecting capacity. 


The production of chip board will increase approximately 1.5-fold, wood fiber-board 
and cardboard 1.3-1.5-fold, cellulose 1.3-1.4 fold, and paper by 20-25 percent. 


To accelerate technical progress provision was made in the national economy for 
accelerated development of production of the implements of labor. In the five-year 
period the output of machine-building and metal processing production will increase 
not less than 1.4-fold. In the sectors of machine building top-priority attention 
is being given to increasing production of the equipment, machine systems, and in- 
struments wiiich further accomplishment of the tasks of implementation of a unified 
technical pe.icy in the context of intensification of production. This pertains 
primarily to the production of highly effective equipment and the increase of the 
unit capacities and productivity of the machines and equipment. For example, in 
the five-year period the productivity of metal-cutting machine tools, forging and 
pressing machines, and casting and woodworking equipment will increase not less 
than 1.3-1.5-fold. The efficiency, reliability and durability of the machines and 
equipment will be stepped up. 


Technical progress is a powerful : ans of maintainirg the interrelationships in the 
development of the industries which produce and use the tools of labor. Optimum 
balance in the production and use of these tools will be achieved primarily through 
expansion of the production of the more economical and productive systems, of 
machines and types of equipment for the technical retooling of the basic sectors of 
industry--electric power engineering, metallurgy, chemistry, and machine-building 
as well as transport and communications and construction. At the same time, a great 
deal of attention is being focused on efficient use of the available supply of 
equipment; increasing the coefficient of its shift operation (particularly by im- 
proving the supply of raw material and materials for the enterprises); bringing into 
harmony the labor resources on and the number of working spaces on hand and being 
set up in industry; improvement of the organization of repair of equipment; and im- 
provement of the supplying of spare parts for this equipment. To make fuller use 

of the production capacities we will expand the training of skilled workers and im- 
plement additional measures to reduce personnel turnover. 
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Proportionality in the economic eyetem ie in many respects determined by the develop~ 
ment of agriculture and the industries associated with it, Te prowide the country 
with a reliable supply of food and raw material we are making provision for 4 com 
prehensive development of the agrotndustria!l and foodetuff complex. Thie complies 
embraces three spheres! the heavy industry sectore which serve industry (egri- 
euler al machine-building and the chemical industry), and agricultural production 


itself with ite sectors dealing with procurement, storage, transport and processing 
of the agricultural output. 


The development of the firet of these spheres of the agroindustrial complex will en- 
able we to extend the policy line to all-round intensification of agricultural 
production and to strengthen ite material and technical base on the basis of 
further mechanization of production and chemicalization and irrigation of the lan‘, 
The tractor and agricultural machine-building enterprises will increase delivery to 
the kolkhozes and sovkhozes of the high-powered tractore, combines a: * *<t: of 
highly productive agricultural machines needed for the introduction of industrial 
technology in farming and preparation and insertion in the soil of solid and liquid 
mineral fertilizers and chemical meane of safeguarding plante. The epecialiced 
machine-building developed in the mid-1970's for livestock breeding and fodder 
prodvction will expand the production of suitable sete of highly effective machines 


and equipmenr. 


Velivery of minere' fertilizers by the chemical industry will in 1985 be brought up 
to not less than 115 million tone ‘n conwentional wite (a8 ageainet 62 willion tone 
in 1980), chemical fodder supplements to 5 million tone (2.7 sillion tone in 1980), 
and highly effective plant protection qaeans to 650-680,000 tone. Aleo assigned will 
be the task of providing for a balanced development of the production of mineral 
fertilizers and chemical plant protection means. in the five-year period produc- 
tion of output of the eicrobiological industry will inerease 1.6-1.9-fold. 


The average yearly volume of production in agriculture will increase by 12-14 per~ 
cent. In farming the most important taske are still all-round iaprowement of the 
fertility of the soil and increased productivity simed at further increase of the 
production of grain, fodders and their output. The key front in the ru.al areas 
will be animal husbandry. The Congress defined as an urgent task the accomplishment 
of a fundamental improvement of fodder production and the taplementation of 4 com- 
prehensive program for the establishment of « dependable and balanced fodder base 
for livestock breeding. Fodder production will become 4 specialized industry on 
the kolkhozes and sovkhozes. 


To improve the conditions of storage of agricultural output and to reduce the losses 
incurred, the allotment of capitel investments will be 1.6 times greater than in 
the preceding five year period. The plane call for putting into operation grain 
elevators with at overall capacity of 270 willion tons with first priority for this 
given to the base . grain regions. Strengthening of the third sphere of the agro- 
industrial complex will enable us to improve the processing of agricultural output 
and the facilities for getting it to the consumer. In the five-year period produc- 
tion of output by the food industry sectors will increase by 23-26 percent. Accel- 
erated rates are planned for the development of production of producte and semi - 
manufactures which are ready for consumption. 
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lmprovement of capital construction te expected to become an effective means of in- 
tensifying the proportionality of the development of the national economy. A 
eharacterietic feature of the five-year plan ie all-out concentration of manpower 
for the ewiftest possible completion of construction and etarting up of the enter- 
prises which are capable of obtaining the largest production increase and unrevel- 
ing the bottlenecks, In the interests of more effective use of the available re- 
sources, the capital inveetmente will be directed primarily to remodeling and 
stepping up the technical level of the existing enterprises which possess particu- 
larly great potential for reducing the production costes and cutting down the time 
for putting new production capacities into operation. The funde allotted for these 
purposes are recovered on the average three times ae fast ae when comparable produc- 
tion capacities are obtained by new construction; aleo, the manpower requirements 
are less. New enterprises will be constructed primrily in the industries and 
production white which hawe the greatest capability to make progressive changes in 
the structure of the economic system and in the fue. and raw material and extraction 
industries, which possess limited potential for increasing output in the existing 
production capacities and consequently require the development of new deposits. 


laprovement of the structure of the national economy is not possible without an tm- 
provement of the work of the transport system which linke together production and 
consumption, the enterprises of the various industries, and all the regions of the 
country. Accelerated rates are planned for the development of the pipe-line, river 
and motor traneport in general use. Expansion of the network of pipelines will 
enable we to reliewe the railroade of some of their load. Where it is feasible, 
shipment of freight will be to the aaxieum possible extent switched to river trane- 
port. Thie will be increasingly important in freight shipments in the regions of 
Siberia, the Par Beet, and the North. The appropriations for the development of 
railroad traneport are being increased by aore than 30 percent. Thie will enable us 
to modernize the rolling stock and improve the track maintenance. It is important 
to concentrate our efforts on the development of the station tracks- they provide 
an economical and rapid means of increasing the carrying capacity of the roads. 

We aleo plan to accelerate the development of 4 support network of motor highways 
and to build good roads on « large scale in the rural areas. 


Por our country with ite wast territory and the constant shifting of industry to 
new sources of fuel and raw material, more and more urgency characterizes the prob- 
lems entailed in improving the territorial proportions. The Lith Five-Year Pian 
sete forth the task of improving the distribution of the productive forces for the 
purpose of increasing the efficiency of national production on the basis of further 
specialization and proportional development of the economy of the Union republics 
and economic regions in the country's unifie’ national economic complex. 


It is planned to accelerate the buildup of the economic potential of the eastern 
regions. The Lith Five-Year Plan will provide for continued accomplishment of the 
large-scale work projects for exploitation of the natural resources, deve lopment 
of the fuel and energy and raw material bases in Siberia and Kazakhstan, and con- 
centration of the power-consuming production projects in these regions. 


In the republics of Central Asia, which will in the forthcoming period embrace the 


overwhelming proportion of the increase of able-bodied population, greater attention 
is being focused on «4 fuller use of the available labor and natural resources, 
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fuller exploitation of the capacities previously evolved, and development in these 
areas of facilities which will beet anewer the requirements for accomplishment of 
the taske of the labor-intensive sectors of agriculture, Light industry and machine 
building. 


In the European part of the country and in the Urals the growth of industry will 
take place mainly by virtue of a better utilization of the production potential 
which hae been developed, and by remodeling and technical retooling of the exist~- 
ing enterprises without increasing the number of workers, We are discontinuing the 
deployment in the European regions of new power-consuming and water-consuming in- 
duatries and expansion of the existing one. 


Por effective coordination of the sector and territorial proportions, we are mak- 
ing provision for further development of the territorial production complexes, 
especially in the newly-developed regions. 


As a result of implementation of the planned progressive changes in the structure 
of national production we will in the Lith Pive-Year Plan take another step in the 
development of national economic proportions which are suitable for the conditions 
and economic system requirements of a mature socialist society. 


Along with in-depth justification of the tasks assigned by the party, the docu- 
mente of the 26th Party Congress delineate the ways of accomplishing these tasks. 
The "Basic Directions” segment, in particular, devotes a epecial section to "Im- 
proving the Management and Stepping up the Level of Operation in All the Links of 
the Economic System.” Thies section sete forth the tasks of the planning and ad- 
ministrative organs in the various stages of management for implementation of the 
July 1979 CPSU Central Committee and USSR Council of Ministers decree on “Improving 
Planning and Intensifying the Impact of the Economic Mechaniem in Increasing Pro- 
duction Efficiency and Work Quality.” An important position is also assigned to 
improvement of the methods employed to achieve proportionality of development of 
the national economy--primarily, the establishment of stability in the planning 
assignments and reciprocal harmonization and coordination in respect to them. 


The previous five-year plane set forth, with a breakdown by years, a relatively 
short list of value and physical indicators. The assignments for the ministries, 
associations and enterprises were established chiefly in the yearly plans and, as 
a rule, the indicators for them differed sharply from the yearly projections of the 
five-year plan. This procedure made it difficult to maintain the necessary pro- 
portionality in the national economy and also complicated the task of establishing 
long-term economic links and concluding long-term contracts. 


The new five-year plan shifte over to the establishment of national economic, 
sectorial and territorial proportions, primarily based on the stable planned as- 
Signments set for the five-year plan as a whole and for the years it comprises. 
The compilation of current yearly plans will be based on the yerly assignments 
of the five-year plan made more concrete in light of the requirements of the na- 
tional economy and the status of fulfillment of the prescribed indicators. The 
future yearly assignments for the associations and enterprises will be determined 
by the ministries in such a way that the indicators for them will be no lower than 
the five-year plan assignments for the corresponding year. 
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To ineure the stability of the assignments for the yeare of the five-year plan, 

it ie essential to significantly escalate the level of the planning and adminie~ 
trative work and to step up the responsibility of the production collectives for 
fulfillment of the prescribed indicators, especially with respect to putting the 
production capacities and fixed capital into operation and with respect to pro- 

duction of the moet important types of output of industry expressed in physical 

terme; it is aleo essential to strengthen planning discipline. 


To achieve a greater degree of balance in the planned assignments for the years of 
the five-year plan we have made a considerable increase in the number of balance 
sheets of material resources compiled in the preparation of the five-year plan and 
in the number of plans for their distribution. Beginning with the Lith F.ve-Year 
Plan such balance sheets are being compiled for more than 400 types of output; for 
331 of these types distribution plans are being compiled for the basic holders of 
capital. Specified in conjunction with thie is a products list for which balance 
sheets and distribution plans are compiled by Gosenab USSR, the ministries and de- 
partments, and the councils of ministers of the Union republics. 


As experience in the work of fulfillment of the plans indicates, it is impossible 
in preparing these plans to provide in detail for all the factors which will af- 
fect the process of execution of the prescribed assignments. It is impossible, 
for example, to predict exactly the weather conditions, the variations in fulfill- 
ment of the planned assignments by the various industries and production collec- 
tives, the changed circumstances in foreign economic relations, especially the com- 
petition in the world capitalist market, etc. To achieve expedient elimination 

of the discrepancies stemming from these circumstances, it is necessary to have 
adequate reserves of material resources--fuel, metal and the most important types 
of raw material and equipment. The task of accumulating such reserves is taken 
into account when preparing the material balance sheets. 


The process of socialist reproduction is carried out as a wnity of the material- 
physical and value forms of national product. Improvement of the planning is 
therefore predicated on further development of the methods of planning the value 
proportions and coordination of them with the assignments for the volumes and 
structure of output production in physical terms; also, with the indicators for 
production efficiency. The new elements in this regard are two vitally important 
positions in the current five-year plan--expanded content of the value (financial) 
balances and use of long-term economic norms in the planning. 


Until recently the consolidated value balance sheets (consolidated financial balance 
sheet of the state and the balance sheet of income and expenditures of the minis- 
tries) were compiled mainly at the t'me of the preparation of the yearly plans. In 
the new five-year plan we expect to also use them in long-range planning. This 
will enable us to more thoroughly coordinate the production structure and the 
distribution of output and to better harmonize the planned expenditures with the 
sources of income. 


For a balanced development of the national economy great importance attaches to use 
in the planning process of long-term norms of wages and distribution of profit and 
establishment of a unified fund for the development of science and technology as 
well as economic incentive funds. These norms are determined for the ministries, 
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associations and enterprises on the basis of the yearly indicators of the five-year 
plan and are set up a6 stable norms. 


In 1980 norms of wages per ruble of output were approved for nine sectors of in- 
dustry. A number of industrial ministries (heavy, power and agricultural machine 
building, electrotechnical industry, and inetrument building) in their five-year 
plans employ the normative method of distribution of profit among the state budget 
and the enterprises. Starting in 1982, after the introduction of the new wholesale 
prices, many other ministries will go over to this method of distribution of 
profit. 


To strengthm the balanced character of the plans, increasingly extensive use is 
being made of program-oriented methods in the making up of the plans. The 26th 
Party Congress assigned the task of preparing food and energy programs. When we 
subordinate the distribution of resources to the task of achieving the chief ob- 
jectives of the special-purpose comprehensive programs, these programs, which are 
implemented through the state plan, enable us to more successfully resolve the 
problems of improvement of the sectorial and territorial proportions by acceler- 
ating scientific-technical progress and establishing an optimum production struc- 
ture. 


Gosplan USSR has approved a list of the most important economic, social and ter- 
ritorial special-purpose comprehensive programs to be compiled. They include pro- 
grams for curtailing the use of manual labor in production, effective use of fuel 
and energy resources, rational consumption of metal, a program to meet the popu- 
lation requirements for new industrial goods, and a program for the economic de- 
ve lopment of the BAM [Baykal-Amur Main Line] zone. Methodological directives have 
been prepared for the preparation of the special-purpose comprehensive programs. 
The five-year plan also calls for the preparation of 40 special-purpose compre- 
hensive scientific-technical programs. It is expected that the assignments for 
these programs will be approved among the directive indicators of the plan. 


An important instrument for strengthening the proportionality of the develop- 
ment of production is improvement of the system of plan and evaluation indicators 
for the work of the industries and the production collectives. The previously em- 
ployed plan indicators are being changed so as to make them a more precise re- 
flection of the final results of production, the degree of satisfaction of the 
public requirements, and the effectiveness and quality of the work. 


Thus, in the Lith Five-Year Plan improvement of the methods of planning the national 
economic proportions encompasses all the links of the economic mechanism. The 
determinative feature of this comprehensive work is further development and strength- 
ening of the principle of democratic centralism as the leading principle in social- 
ist planning. Implementation of the plaine! measures for improvement of the planning 
mechanism will help in exploiting the advantages of the economic system of socialism 
and in promoting successful fulfillment of the tasks of the Lith Five-Year Plan and 
further enhancement of the living standard of the Soviet people. 
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The CPSU--Advance Guard of the Soviet People 


Composition of the CPSU according to Social Categories (in percentages) 


902i (iis 


Workers 38.1 42.0 43.4 
Peasants (Kolkhoe Farmers) 16.0 13.6 12.8 
White-Collar Workere and Others 45.9 44,4 43.8 


COPYRIGHT: Isdatel'stvo "Pravda", "“Politicheskoye Samoobrazovaniye", 1964 
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RESOURCE UTILIZATION AND SUPPLY 


STATUTE GOVERNING DELIVERY OF PRODUCER GOODS 
Moscow EKONOMICHESKAYA GAZETA in Russian No 20, May 61 pp 9-16 
(Statute ] 


{Text} The complete text of the new Statute Governing the Delivery 
of Producer Goods is published below at the request of our readers. 
The statute was ratified by the USSR Council of Ministers on 10 Feb- 
ruary 1961 and will become effective on 1 July 1961. 


I. General Principles 


1. The present Statute regulates relations in the delivery of producer goods in 
the interest of promoting the maximum satisfaction of the national economy's 
requirement for specific products and in order to secure high national economic 


results through: 


--the combination of centralized state planning with the economic independence and 
broad initiative of associations, enterprises, institutions and organizations; 


--the development of direct, long-term economic relations between manufacturers and 
customers and the guaranteed integrated supply of associations, enterprises and 
organizations through territorial organs of USSR Gossnab; 


--the raising of the role of long-term contracts in the national economy; 
--broadening the influence exerted by cystomer associations and enterprises and 


material-technical supply organizations” on the formulation of production plans; 
the rational and economical use of material resources; 





*Here and beyond, material-technical supply organizations refer to specialized and 
general associations, administrations and enterprises engaged in the delivery of 
products in the USSR Gossnab system, to enterprises and organizations belonging to 
the USSR State Committee for Supply of Production Equipment for Agriculture and 
also to supply and sales organizations belonging to other ministries, state 
committees and departments. 

















~=the strengthening of planning and contractual discipline, the further develop- 
ment of cost accounting, the strengthening of the reciprocal material responsib- 
ility of associations, enterprises, inatitutions and organisations; 


— the expansion of cost accounting relations between the management of industry 
and the management of material-technical supply and by raising the responsibility 
of industry and material-technical supply management organs for the appropriate 
organization of economic relations and for the coordination of production and 
delivery plans. 


2. The effect of the present Statute extends to the delivery of producer goods 
whether or not distributed under a planned procedure irrespective of tie sub- 
ordination of associations, enterprises, institutions and organizations. 


Deliveries of products intended for market and deliveries of consumer goods not 
intended for market are carried out in accordance with the Statute Governing 
the Delivery of Consumer Goods. 


Deliveries of products for export, the filling of orders of Soviet organizations 
for imports and deliveries of products to the state reserve and from the state 
reserve are carried out in conformity with the procedure established by the USSR 
Council of Ministers. 


Deliveries of imported products in the internal market are carried out in 
conformity with the present Statute unless otherwise provided for in special rules. 


Deliveries of special products [produktsiya spetsial'nogo nagnacheniya] to military 
organizations are carried out in conformity with the Basic Terms Governing 
Deliveries of Products for Military Organizations ratified by the USSR Council of 
Ministers. Deliveries of general products [produktsiya obshchego naznacheniya] 

to military organizations are carried out on the basis of the present Statute with 
due regard to the Basic Terms Governing Deliveries of Products for Military 


Organizations. 


The procedure by which associations, enterprises, institutions and organizations 
are supplied producer goods through wholesale trade is regulated by the statute 
governing wholesale trade in producer goods which is ratified by USSR Gossnab 
with the consent of the State Board of Arbitration under the USSR Council of 
Ministers. This statute is drafted by USSR Gossnab with the participation of 
interested USSR ministries, state committees and departments. 


The integrated supply [komplektovanie] of equipment and components to enterprises 
under construction and reconstruction is carried out on the basis of the present 
Statute and other legislative acts and basic statutes developed by USSR Gossnab 
with the participation of interested USSR ministries, state committees and depart- 
ments and ratified by USSR Gossnab with the consent of the State Board of 
Arbitration under the USSR regarding the supply of equipment and components to 
enterprises under construction and reconstruction. 











If enterprises under construction or reconstruction and integrated supply 
(komplektuyushchiy] organizations belong to the same ministry, state committee or 
department, the integrated supply of these organizations is carried out on the 
basis of the present Statute and other legislative acts with due regard to the 
particulars specified by the given ministry, state committee or department. 


3. Deliveries of products are carried out on the basis of contracts. 


The contract is the basic document that defines the rights and obligations of the 
contracting parties with regard to the delivery of all types of products distributed 
and not distributed under a planned procedure. 


Goods/products may be delivered without the conclusion of a contract only under 
terms specified by the USSR Council of Ministers or the Council of Ministers of a 
union republic. 


In the conclusion and execution of contracts, suppliers and customers must be guided 
by the present Statute which resolves questions that are common to all suppliers and 
customers. 


Production associations, enterprises and organizations acting in the capacity of 
suppliers specify in their annual plans the mix (assortment) of products produced 
in response to orders filed by customers and material-technical supply organizations 
in accordance with concluded contracts. 


In the conclusion and executions of contracts, each of the contractin parties must 
observe the cost accounting interests of the other party, must discharge its 
obligations in the way that is most economical to the socialist national economy, 
must take the necessary measures to avert or diminish damage that may arise as a 
result of the improper discharge of obligations, must promptly inform the other 
party regarding these measures, and must also render assistance in the execution of 
its obligations. 


4. The particulars of delivery of individual types of products and the particulars 
of delivery of products for regions of the Far North and other regions ahead of 
schedule may be specified in special terms of delivery. 


Special terms of delivery are developed on the basis of the present Statuce by USSR 
Gossnab with the participation of interested USSR ministries, state committ>es and 
agencies. With the consent of USSR Gossnab, special term: of delivery may be 
developed in case of necessity by a USSR ministry, state committee and department 
acting in the capacity of basic supplier with the participation of interested USSR 
ministries, state committees and departments. 


The particulars of delivery of individual types of general products to military 
organizations may be specified in special terms of delivery of a given type of 
product common to all suppliers and customers or in special terms of delivery 
developed on the basis of the present Statute by the Ministry of Defense with the 
participation of USSR ministries, state committees and departments acting in the 
capacity of basic suppliers. 











Special terms of delivery are ratified by USSR Gossnab and the State Board of 
Arbitration under the USSR Council of Ministers. 


Special terms of delivery of products produced by associations, enterprises and 
organizations of republic and local subordination and primarily consumed within 

a union republic may be devised and ratified under a procedure established by the 
Council of Ministers of a union republic if special terms of delivery have not been 
ratified for a given type of product in accordance with the fourth paragraph of 
the present point. 


Special terms of delivery of products produced and entirely consumed by associations, 
enterprises and organizations belonging to the same USSR ministry, state committee 
or department are devised and ratified by this USSR ministry, state committee or 
department. 


Particulars of delivery of technological equipment packages, technological lines, 
installations and units (komplektnoye tekhnologicheskoye oborudovaniye, tekhnologi- 
cheskiye linii, ustanovki i agregaty] are specified in the statute on integrated 
deliveries of technological equipment, technological lines, installations and 
units which is drafted by USSR Cossnab with the participation of interested USSR 
ministries, state committees and departments and ratified by USSR Gossnab, USSK 
Gosplan and the USSR State Committee on Prices. 


The special terms of delivery may not include rules that restrict the rights of 
the contracting parties independently to specify terms of delivery that may be 
specified in the contract by the parties in accordance with the present Statute. 


5. The nonperformance of contractual obligations is a violation of state discipline 
that entails the pecuniary Liability of associations, enterprises and organizations 
committing the violation. 


Sanctions specified in the present Statute, in special terms of delivery or in 
contracts for the violation of contractual obligations are applied on a mandatory 
basis and may not be satisfied by mutual settlement accounts. 


Heads [rukovoditeli] and other officials of associations, enterprises, institutions 
and organizations bear legislatively established liabibity for the nonperformance 
or improper performance of obligations. In particular, persons guilty of damage 
due to the nonperformance or improper performance of obligations and responsible 
for the payment of sanctions by associations, enterprises and organizations bear 
pecuniary liability under the procedure and within the limits specified in labor 
law. 


6. Ministries, state committees, departments, central organs of cooperative and 
other social organizations, organs of management of material-technical supply, 
Councils of Ministers of autonomous republics and executive committees of Soviets 
of People's Deputies have the obligation to monitor the timeliness and correctness 
of the conclusion and performance of contracts by subordinate associations, enter- 
prises, institutions and organizations, to develop and implement measures for 
improving contractual relations and for increasing the effectiveness of concluded 
contracts. 
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II, Plans Governing the Conclusion of Contracts and the Organization of 
Economic Relations 


7. Contracts for the delivery of products distributed under a planning procedure 
are concluded on the basis of planning acts: 


-=plans attaching production associations, enterprises and organizations 
(customers) to production associations, enterprises and organizations (manufact- 
urers) for the delivery of products on the basis of direct, long-term economic 
relations; 


--plans attaching material-technical supply organizations to production assoc- 
lations, enterprises and organizations (manufacturers and customers) for the 
delivery of products on the basis of long-term economic relations; 


--plans for the delivery of individual types of products, including plans for 
cooperative interbranch and branch deliveries and vouchers [naryady] (counter- 
vouchers [raznaryadki]) for the delivery of products under the established 


procedure* 


Planning acts regarding the delivery of products are issued in accordance with the 
structure of contractual relations specified in point 21 of the present Statute 
and special terms of delivery based on the need to develop rational and stable 
economic relations in the delivery of products and with due regard to normal 
freight shipment routes. 





The forms of planning acts for the delivery of products are established by USSR 
Gossnab. 


8. Ministries, state committees that act in the capacity of suppliers submit to 
USSR Gossnab, or in the case of products for the sale of which ministries, state 
committees and departments are responsible, to the appropriate ministry, state 
committee or department drafts of five-year production plans (broken down by 
year) no later than 6 months before the commencement of the five-year plan and 
drafts of annual production plans (broken down by quarter) no later than 6 months 
before the beginning of the planned year and at the same time communicate the 
output volume and product mix (assortment) to the production associations, 
enterprises and organizations that act in the capacity of manufacturers. 


Special terms of delivery may specify other dates for submitting draft production 
plans. Unless otherwise specified by law, ratified production plans are submitted 
within 20 days of the adoption of five-year and one-year plans for economic and 
social development. 


9. Plans attaching customers to suppliers are established for the period of action 
of five-year plans for economic and social development or longer no later than 
4 months before the beginning of the planned period. 





*Subsequent references to "vouchers" will be understood to mean vouchers (counter- 
vouchers ). 





Attachment plans are the basis for establishing: 


--direct, long-term economic relations, as a rule, between production associations, 
enterprises and organizations that act in the capacity of manufacturers and 
production associations, enterprises and organizations that act in the capacity of 
customers with stably produced and consumed products; 


--long-term economic relations between production associations, enterprises and 
organizations that act in the capacity of manufacturers and customers, and 
material-technical supply organizations for the delivery of stably consumed 
products. 


In the attachment plan, the delivery volume is as a rule defined in a group mix 
(assortment) for the entire period of attachment broken down by year. The delivery 
volume specified in the attachment plan is updated when necessary in accordance 
with ratified annual plans for the production and distribution of products. 


Amendments of direct long-term and long-term economic relations are permitted only 
in exceptional cases (activation of new capacities, reconstruction of enterprise, 
shutdown of production according to established procedure, use of new, more 
progressive types of raw materials and supplies, etc.) after the question has been 
reviewed by interested associations, enterprises, organizations, ministries, state 
committees, departments, gossnabs of union republics, and main territorial 
administrations of USSR Gossnab. In these cases, amendments may only be made by 
the organ that has instituted the attachment plan and interested parties must 

be notified no later than 3 months before the commencement of the delivery period. 


The procedure for compiling and ratifying attachment plans is established by USSR 
Gossnab. This procedure is developed by USSR Gossnab with the participation of 
interested USSR ministries, state committees and departments. The procedure for 
attaching customers to suppliers of products produced and totally consumed by 
associations, enterprises and organizations belonging to the same USSR ministry, 
state committee or department is articulated by this USSR ministry, state committee 
or department. 


10. Purchase permits [fondy] allocated to all-union ministries, state committees, 
departments and other USSR institutions and organizations (purchase permit holders 
[fondoderzhateli]) must be distributed and communicated to customers no later than 
20 days after all-union ministries, state committees, departments and other USSR 
institutions and organizations have been notified of the allocated purchase permits. 


Purchase permits allocated to union-republic ministries, state committees and 
departments of the USSR and to Councils of Ministers of union republics (purchase 
permit holders) must be distributed among union-republic and republic ministries, 
state committees, departments and other institutions and organizations of union 
republics and must be communicated to customers no later than 30 days after 
union-republic ministries, state committees, departments of the USSR and Councils 
of Ministers of union republics are notified of the allocated purchase permits. 


At the same time that customers are notified of the distribution of purchase 
permits, the appropriate material-technical supply organs responsible for the 
issuance of planning acts for the delivery of products must be notified of the given 
distribution of purchase permits. 
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In the absence of need for allocated products, purchase permit holders notify USSR 
Gossnab of the refusal of the purchase permits. In the case of products distributed 
by USSR ministries, state committees and departments, the notification is made to 
the appropriate USSR ministry, state committee and department. 


If the allocated purchase permits are not distributed to customers within the 
specified time, USSR Gossnab, and in the case of products to be distributed 

by USSR ministries, state committees and departments--the appropriate USSR ministry, 
state committee or department examines with the purchase permit holder the 

question and may decide to reduce the purchase permit. 


If the law gives the purchase permit holdemthe right to keep reserve material 
resources at their disposal, the purchase permit holders must -- together with 

the notification on the distribution of purchase permits -- inform the appropriate 
material-technical supply organs on the quantity of products retained in reserve. 
The procedure and time of distribution of these reserves are elaborated by USSR 
Gossnab with the participation of interested ministries, state committees, 
departments of the USSR, and Councils of Ministers of union republics and are 
ratified by USSR Gossnab. 





If necessary, the purchase permit holder may modify the distribution of purchase 
permits no later than 50 days before the beginning of the delivery quarter (month). 


Special terms of delivery may specify other procedures and times of distribution 
of purchase permits and amend their distribution. 


Purchase permits are effective for the period for which they are issued. Unless 
another period is specified by law, purchase permits issued for less than a year 
remain in effect until the end of the planned year. 


ll. Delivery vouchers are issued to suppliers and customers in cases when they 
have not established direct long-term or long-term economic relations with one 
another. Vouchers are issued by material-technical supply organs in accordance 
with allocated purchase permits within 15 days of the receipt of notification 
from purchase permit holders regarding the distribution of purchase permits and 
in the case of the delivery of products for which purchase permits are not 
specified--within time limits established by USSR Gossnab, but no later than 45 
days before the beginning of the planned year (half-year, quarter). 


The specification of allocated purchase permits is carried out under a procedure 
and within the time limits indicated by USSR Gossnab. 


Vorchers issued to suppliers and customers by soyuzglavsnabsbyty under USSR 
Gossnab* and notifications of their amendment are sent to purchase permit holders, 
to gossnaby of union republics and to main territorial administrations of USSR 
Gossnab at the same time that notifications are sent to their suppliers and 
customers. 


Material-technical supply organs may issue group vouchers without designating 

the customer to suppliers, to purchase permit holders, to the gossnab of a union 
republic, and to main territorial administrations of USSR Gossnab. Group vouchers 
are issued no later than 65 days before the beginning of the planned year 





“When in accordance with the law the supply and sales organizations of ministries 
and departments of the USSR perform the same functions as soyuzglavsnabsbyty under 


USSR Gossnab, the part of the present statute that concerns soyuzglavsnabsbyty 
also extends to them. 36 








(half-year, quarter). The purchase permit holder or gossnab of a union republic 
and main territorial administrations of USSR Gossnab are obligated to issue 
vouchers to suppliers and customers on the basis of group vouchers within 20 
days of the receipt of the group voucher but no later than 45 days from the 
beginning of the planned year (half-year, quarter). Vouchers must be issued for 
the same period of time as the group vouchers. 


When products are distributed to customers by the gossnaby of union republics and 
by the main territorial administrations of USSR Gossnab, the given organs are 
obligated to distribute products and to send delivery vouchers to suppliers and 
customers within 20 days of the receipt of data on resources allocated to them for 
distribution. 


Vouchers are issued with due regard to the established minimum shipping norms 
except for cases when in accordance with the mandatory rules, the supplier is 
obligated to ship products in quantities lower than the minimum shipping norms. 


The special delivery terms may specify another procedure and time for issuing 
vouchers and group vouchers. 


Vouchers and group vouchers for the delivery of products allocated from the reserve 
of the USSR Council of Ministers and products allocated by USSR Gossnab from the 
undistributed reserve may be issued at other times to ensure the fulfillment of 
assignments envisaged in decisions on allocation. 


Planning acts on the delivery of basic technological and power-generating equip- 
ment for capital construction and for other cases stipulated by law are effective 
until they are entirely executed. 


The vouchers indicate the supplier, the customer, the quantity, the group mix 
(assortment), the delivery schedule, and other more detailed data required for 
delivery. 


12. Planning acts for the delivery of products must be issued in accordance with 
production plans ratified by production associations, enterprises and organizations 
that act in the capacity of suppliers and, in the event of the establishment 
additional assignment, with due regard to these assignments. 


Planning acts are also issued for the delivery of products produced in excess of the 
plar and distributed under a planned procedure. Before these products are 

produced, planning acts for their delivery may be issued only with the consent of 
the supplier. Planning acts are not issued for the delivery of products, the 
production of which in excess of the plan is prohibited under the established 

proc >dure. 


In cases specified by USSR Gossnab, planning acts may be issued before the 
ratification of production plans and plans for the distribution of products (on 
the basis of draft plans) and may in case of necessity be subsequently revised 
after the ratification of the plans. 


13. Customers may place orders with suppliers for the delivery of products not 
distributed under the planned procedure. In the case of long-term economic 
relations existing between the contracting parties, orders for the delivery of 
these products are submitted to suppliers by customers within the specified period. 
The supplier may not unilaterally violate these economic relations. 
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is, Oppgans that have issued vouchers and group vouchers for the delivery of 
products may amend or rescind them in accordance with the redistribution of 
purchase permite (point 10 of the present Statute) and in other exceptional cases 
(the development of emergency state requirements, the elimination of the after- 
math of natural disasters, etc.). Group vouchers may be modified no later than 
45 days while those issued on the basis of vouchers may be modified no later than 
30 days before the delivery period coupled with the one-time notification of the 
supplier, customer and purchase permit holder. 


When group vouchers are not issued, the vouchers may be modified no later than 45 
days before the beginning of the delivery period. 


The special delivery terme my specify other procedures and times for amending 
vouchers and group vouchers. 


When a voucher is amended or rescinded after the conclusion of the contract, the 
contracting parties resolve the question of amending or dissolving the contract 
under the procedure specified in point 31 of the present Statute. 





15. Suppliers refusing to conclude or amend a delivery contract or to incorporate 
in the contract individual terms of the planning act for the delivery of products 
due to the fact that the issuance of the planning act or the notification of its 
amendment violates established procedures and deadlines must accordingly 

the organ issuing the planning act or the notification of ite amendment 
also notify the purchase permit holder and the customer within 10 
receipt of the planning act or the notification of ite amendment. 
the planning act or of the notification of itr amendment to 
prohibited. 








the 

An organ issuing a planning act or announcing ite amendment must within 10 days 
of the receipt of such an announcement verify the basis of refusal and report to 
the supplier, the customer, the union republic gossnab, 
administration of USSR Gossnab and the purchase permit holder on the recission 
amendment or confirmation of the planning act. If an 4 planning 
act or announcing its amendment does not report its decision within the 
specified period, the supplier's refusal is deemed to have been accepted. If 
supplier's refusal is accepted, at the demand of the customer, this organ must 
issue to the customer 4 new planning act within 10 days of the receipt of the 
demand. 








16. Customers are entitled to refuse some or all of the products allocated to them 
and to refuse to conclude a contract for the delivery of these products. The 
customer must report the refusal to the supplier, purchase permit holder and the 
issuer of the planning act within 10 days of the receipt of the allocation 
notification or the receipt of the planning act. 


17. Within 10 days of the receipt of the customer's rejection of the products, the 
purchase permit holder must redistribute them and must identify the new customer to 
the supplier and the organ issuing the planning act for the delivery of the products. 
If the purchase permit holder cannot find within the holder's system another 
customer for these products, the holder must within the same period of time 








report the refusal of the allocated purchase permit to USSR Gosenab, or in the 
ease of products distributed by USSR ministries, state committees a..u departments, 
must report the refusal to the appropriate USSR ministry, state committee and 


supplier. 


USSR Gossnab or, in the appropriate instance, a USER ministry, state committee or 
department examines the question of the redistribution of products with due regard 
to the fact that planning acts for the delivery of such products to other 
customers must be issued to the supplier within 30 daye of the receipt of che 
notification of the purchase permit holder of the refusal of an allocated purchase 
permit unless another period is indicated in the special terms of delivery. 


Tn the a eence of demand for the products, the indicated organs resolve the 
question of taking them out of production under the established procedure 


18. A production association, enterprise or organization acting in the capacity 
of a manufacturer may at ite discretion sell products distributed according to a 
planning procedure if these products do not find a market based on planning acts 
for the delivery of products. 


The sale of such products may take place in the event of the refusal of the 
corresponding material-technical supply organ to issue a planning act for their 
delivery or in the event a production association, enterprise or organization 
acting in the capacity of a manufacturer fails to receive from this organ a 
planning act within 30 days of the notification of undistributed products or the 
receipt by a production association, enterprise or organization acting in the 
capacity of manufacturer of the notification of the purchase permit holder of 
the rejection of the allocated purchase permit (point 17 of the present Statute). 


The procedure for selling perishables for which material-technical supply organs 
have not issued planning acts within the specified period is stipulated !n 
special terms of delivery or in other binding rules for the contracting pa: ties. 


19. In the process of concluding contracts and coordinating the product mix 
(assortment), the contracting parties are guided by lists of products to be 
manufactured and delivered, which are elaborated and ratified for production 
associations, enterprises and organizations acting in the capacity of manu- 
facturers with due regard to their specialization by ministries, state committees 
and departments with the participation of USSR Gossnab. 


The procedure for elaborating the indicated lists is established by USSR Gossnab. 


In accordance with the ratified list, the supplier must accept for fulfillment the 
customer's order for the product mix (assortment) required by the customer within 
the limits of the quantities of products specified in the planning ac*: for the 
delivery of products. The contracting parties may conclude contracts for the 
delivery of products in a mix (assortment) not included on the List. 


Ministries, state committees and departments may not amend volumes, delivery 
schedules and product mix (assortment) of the production plans of subordinate 
production associations, enterprises and organizations acting in the capacity of 





of manufacturer without the consent of USSR Gossnab or of soyuzglavenabsbyty 

under USSR Gosanab, and in the case of products sold by ministries, state 
committees and departments--without the consent of the appropriate ministries, 
state committees and departments. If production plans are amended in violation of 
the establiched procedure, amendments are not made in planning acts for the 
delivery of products or in the contracts and suppliers are not exempted from their 
liability for the nonperformance of their contractual obligations. 


20. Soyusglavsnabsbyty under USSR Gossnab conclude long-term, 5-year contracts 
governing the organization of the supply of products to the national economy with 
industrial association administrations and other cost accounting organs of 
industrial management. On the basis of a concluded contract, an industrial 
association administration or other cost accounting organ of industrial manage- 
ment assumes the obligation to produce in subordinate production associations, 
enterprises and organizations products in the quantity and mix (assortment) 


agre: 1 upon with soyuzglavsnabsbyty, and the soyuzglavsnabsbyty assume the 
obs.gation to sell the given products in accordance with the contract. 


The contract specifies procedures and time schedules for submitting long-term 
(perspektivnyy) and l-year orders for products, the quantity and group mix 
(assortment) of products to be manufactured by production associations, enterprises 
and organizations belonging to an industrial association or other cost accounting 
organ of industrial management, the procedure for organizing economic relations 
pertaining to deliveries, and other terms which the contracting parties deem 
necessary to include in the contract. 


The procedure for organizing economic relations and for submitting orders for 
products distributed under a planning procedure is indicated in the contract 
in accordance with the law. The mutual peouniary liability of the contracting 
parties is stipulated in the law and in the contract. 


Long-term contracts for the supply of products to the national economy are 
concluded on the basis of the present Statute and the model contract [primernyy 
dogovor) that is drafted by USSR Gossnab with the participation of USSR ministries, 
state committees and departments and ratified by USSR Gossnab and the State Board 
of Arbitration under the USSR Council of Ministers. 


III. The Procedure and Time Schedule for Concluding Contracts 


21. Contracts for the delivery of products are concluded between production 
associations, enterprises and organizations acting in the capacity of manufacturers 
and production associations, enterprises, institutions and organizations 

acting in the capacity of customers in the event that: 


--direct, long-term economic relations have been established between the manu- 
facturer and the customer; 


--the manufacture of the products requires the coordination of the technical 
specifications of the products directly between the manufacturer and the customer; 














-=the quantity of products to be delivered during the delivery period is not lower 
than the minimum shipment norm and the sale of a given type of product or its 
integrated supply to the customer is not the responsibility of a material- 
technical supply organization. 


In other instances, contracts are concluded by production associations, enter- 
prises and organizations acting in the capacity of manufacturers with material- 
technical supply organizations and by material-technical supply organizations 
with production associations, enterprises, institutions and organizations acting 
in the capacity of customers. 


The special delivery terms may specify a structure of contractual relations that 
differs from the structure specified in the present Statute. 


With the consent of the manufacturer and the customer, the contract may be concluded 
directly between them even if the quantity of products to be delivered is lower than 
the minimum shipment norm. An appropriate notification must be sent in such a 

case to the material-technical supply organization indicated in the capacity of 
supplier in the planning act for the delivery of the products. 


Long-term contracts for the organization of material-technical supply are concluded 
by territorial organs of USSR Gossnab with production associations, enterprises, 
construction organizations and other major customers. 


Long-term contracts for the organization of material-technical supply are concluded 
on the basis of the present Statute and the model contract which is drafted by 
USSR Gossnab with the participation of ministries, state committees and departments 
of the USSR and is ratified by US"R Gossnab and the State Board of Arbitration 
under the USSR Council of Ministers. 


In cases established by special rules, co-tracts for the delivery of equipment, 
instruments, cable, and other products for enterprises under construction and 
reconstruction are concluded between production associations, enterprises and 
organizations manufacturing these products and integrated supply organizations, 
and between integrated supply organizations and enterprises under construction and 
reconstruction. 


22. The customer and the supplier are entitled to invite other associations, 
enterprises, institutions and organizations to participate in the contract on 

a share basis. In such a case, the indicated associations, enterprises, 

institutions and organizations participating on a share basis take a direct 

part in drafting all terms of the contract, sign the contract and bear responsibility 
for the performance of obligations within the limits of their respective shares. 


23. The contract is concluded through the compilation of a single document that is 
signed by the contracting parties, by the exchange of letters or telegrams, or 
through the supplier's written confirmation of the receipt of the customer's order. 
The form of the order is ratified by USSR Gossnab. 


Contractual relations may also be established through the contracting parties’ 
acceptance for fulfillment of a voucher in cases specified in point 29 of the 
present Statute. 








24. Contracts are concluded for 5 years, for 1 year or for other periods of time 
with due regard to the time of manufacture and delivery of the products. Contracts 
for the delivery of products on the basis of direct long-term and long-term 
economic relations based on attachment plans [plany prikrepleniya] and contracts 
for the organization of material-technical supply are concluded for a period of 

5 years. 


The contracting parties are entitled to extend the action of a concluded contract 
for a new period of time. Contracts are extended for periods of time specified 
for the conclusion of contracts. If the effective period of a concluded contract 
is extended, the contracting parties coordinate the quantity, mix (assortment), 
quality of products, delivery schedules, and other necessary terms for the 
subsequent period according to the procedure specified in the present Statute, 

in special terms of delivery, and in the contract. 


25. The contract specifies: 


a) the mix, quantity, and if necessary, the detailed mix (assortment) of products 
to be delivered (brands, types, shapes, etc.); 


b) the quality, and if necessary, the grade and completeness of products; 

c) the overall effective period of the contract and the delivery schedule (periods); 
d) the price of products and the overall value of the contract; 

e) procedures and forms used in the settlement of accounts; 


f) payment and postal orders of the supplier and customer and shipping orders 
of the customer if the customer is also the recipient of the products. 


g) other terms that may be specified in accordance with the law as well as terms 
which the supplier and the customer may deem necessary to specify in the contract. 


In addition to the terms specified in the present point, the long-term contract for 
the delivery of products on the basis of long-term economic relations also 
specifies the mutual obligation of the contracting parties to expand the mix 
(assortment), to improve the quality and technico-economic indicatovs of the 
products during the effective period of the contract, to render technical assistance 
in the manufacture and exploitation of new types of products, in the debugging 

or execution of installation work, in the introduction and utilization of 


progressive types of packing, packaging and shipment of products, and other terms 
issuing from the long-term collaboration of the contracting parties. 


The long-term contract for the organization of material-technical supply makes 
provision for the guaranteed, integrated supply of products to the customer 

(with or without the use of purchase permits), for the quantity of material 
resources to be transferred by the consumers of the reserves, for the preparation 
of products for use in production, for the centralized delivery of products on 
the basis of coordinated schedules, for the sale of above-norm, redundant 
inventories, and for the rendering of other services. The contract also specifies 











that territorial organs of USSR Gossanab guarantee the customers that products will 
be supplied on a loan basis [zaimoobragnyy otpusk produktsii) according to the 
agreed upon product mix when the customers are in direct contractual relations with 
production associations, enterprises and organizations that a t in the capacity 

of manufacturers and the latter default on their commitment to deliver the given 
products. 


When territorial organs of USSR Gossnab assume under contract the realization of 
purchase permits allocated to customers, these organs (in the capacity of customers) 
conclude contracts with production associations, enterprises and organizations 
acting in the capacity of manufacturers. 


The contracting parties may list the detailed mix (assortment) of products to be 
delivered and other terms in a specification which is an integral part of the 
contract. If it is impossible to coordinate the specification for the entire period 
of the contract, it is coordinated for another period. The procedure and time for 
coordinating and amending the specification are indicated in the contract. 


As a rule, the contracting parties specify the volume of delivery of products for a 
5-year period (broken down by year) in the group mix (assortment) in long-term 
contracts for the delivery of products on the basis of direct long-term and long- 
term economic relations. The detailed mix (assortment) of products to be delivered 
is listed in the specifications agreed upon by the contracting parties according to 
the procedure specified in the present point. 


In the event a contract of a year or lesser duration does not contain terms regarding 
the subject of delivery (name, quantity, mix, assortment, and quality of products) 
and price and if a long-term contract for the delivery of products on the basis of 
direct long-term and long-term economic relations does not contain terms regarding 
the name, quantity and group mix (assortment) of the products, the contract is 
deemed as not having been concluded. 


26. When concluding contracts on the basis of planning acts for the delivery of 
products, the supplier must within 20 days of the receipt of the planning act 

send the customer a signed draft of the contract in two copies or a letter or tele- 
gram containing an offer to establish contractual relations. Upon the conclusion 
of contracts for the organization of material-technical supply, territorial organs 
of USSR Gossnab send the customers drafts of the given contracts within 3 months 
of the beginning of the period for which the contract is concluded. 


If in order to conclude a contract the customer must submit a specification with 

a technical description or detailed mix (assortment) of the products, the customer 
must send such a specification to the supplier within 10 days after the receipt of 
the planning act for the delivery of products unless another period is indicated in 
the special terms of delivery. The supplier is obligated to send the customer a 
draft of the contract within 10 days of the receipt of the given specification. 


Within 10 days, and in the case of a long-term contract, within 20 days of the 
receipt of *°e draft contract from the supplier, the customer must sign it and 
return one copy to the supplier. If contractual relations are formed through the 
exchange of letters or telegrams, the customer must reply to the supplier's letter 
or telegram within 10 days of receipt. 


43 








The special terms of delivery may stipulate that the customer must send a signed 
draft of the contract to the supplier. 


When the conclusion of the contract takes the form of the supplier's confirmation 

of the acceptance of the customer's order, the customer submits his order to the 
supplier in duplicate within 10 days of the receipt of notification of the allocation 
of the purchase permit and, in the appropriate cases--within 10 days of the receipt 
of the planning acts. 


Within 30 days of the beginning of the period for which the order is submitted, 
the supplier signs the order and returns one copy to the customer. If there are 
objections to individual terms in the order, the signed order must state these 
objections. 





The special terms of delivery may specify other times for submitting and confirming 
the acceptance of orders. 


27. The contract for the delivery of equipment, machinery and other material acsets 
classified as the fixed capital of an association, enterprise, institution or 
organization may be concluded only within the limits of the funds designated for this 
purpose including bank loans. 


28. Any contracting party may initiate a proposal to conclude a contract for the 
delivery of products not distributed under a planning procedure and products that 
are sold by the supplier at his discretion (point 18 of the present Statute). A 
contracting party receiving a proposal to conclude a contract must reply to the 
other party within 10 days of the receipt of the proposal. 


Disagreements on the terms of the contract for the delivery of such products may be 
submitted for arbitration by the supplier or customer if the contracting parties have 
reached agreement on the quantity, mix (assortment) and delivery schedule or if the 
agreement of the parties stipulates that disputes may be submitted for arbitration 
irrespective of agreement on these term. 


In the event of a dispute surrounding the supplier's avoidance of the conclusion of 
a contract for the delivery of products not distributed under a planning procedure 
or a dispute regarding the terms of such a contract under existing long-term economic 
relations between the contracting parties, the customer is entitled to submit this 
dispute for arbitration. 


29. Contractual relation: regarding the delivery of products may be established 
through the contracting .es' acceptance of a voucher for fulfillment when the 
voucher issued to the supplier and the customer contains all the data required for 
making the delivery (the quantity, mix or assortment, the quality of the product, 
the delivery schedule, etc.), when the price of the products is stipulated in a 
price list, and when no other additional conditions need be coordinated. 


A voucher is considered as having been accepted for execution and acquires the 
force of a contract unless within 10 days of its receipt an interested party informs 
the other party of its desire to coordinate additional terms of delivery or else 
informs the voucher issuer (and when necessary, the purchase permit holder as well) 
and the other party of its dispute with the voucher. 








If one of the contracting parties demands that the delivery be based on a voucher 
through the conclusion of a contract signed by the supplier and the customer, the 
other contracting party may not reject this demand. In such a case, the draft of 
the contract is sent by the party that deem: it necessary to conclude a contract 

that must be signed by both parties. The draft of the contract is sent within 

10 days of the receipt of the voucher or of the notification of the confirmation 

of the voucher by the organ that issued the voucher. 


The special terms of delivery may specify another procedure for formulating 
contractual relations through the acceptance of the voucher for fulfillment. 


In the event the customer receives a voucher for the delivery of goods classified 
under the heading of fixed capital but lacks the necessary funds to purchase them, 
the customer must so notify the supplier, the purchase permit holder and the 
voucher issuer. In the given instance, “he voucher cannot be accepted for 
fulfillment by the contracting parties. 


30. If after receiving the draft of the contract, one of the contracting parties 
objects to its terms, the given party must within 10 days, or in the case of a 
long-term contract, within 20 days of the receipt of the draft contract compile 

a list of points of disagreement and send the list fin duplicate to the other 
contracting party together with the signed contract and the list of points of 
contention in the contract. 


The contracting party receiving the List of grievances must examine it within 20 
days (if necessary, with the other contracting party if both contracting parties 
are in the same locality or if a long-term contract is under consideration), must 
incorporate in the contract all accepted proposals, and in the same period of time 
must submit all points of contention for arbitration. When the customer receives 
an order (together with the various points of contention) signed by the supplier, 
the customer submits the unresolved points of contention for arbitration within the 
same period. 


If the party receiving the list of points of contention or a signed order Listing 
points of contention does not submit the given points of contention for arbitration 
within 20 days, the proposals of the other contracting party shall be deemed to 
have been accepted. 


In the event of a dispute regarding the conclusion of a contract for the organiz- 
ation of material-technical supply (including the avoidance of such a contract), 
the interested party is entitled to submit the dispute to arbitration. 


Pending the resolution of contract (order) disputes, the supplier is obligated to 
deliver products in the specified quantity and mix (assortment). 


Upon expiration of the period specified for the conclusion of a contract, products 
may be delivered only with the customer's consent. 


31. Contracts that contravene legislative acts, state plans and targets are 
totally or partially invalid. 











Pxcept for eases apecified in the law, the unilateral repudiation of a contract 
or the unilateral amendment of its provisions is prohibited, 


‘ contract may be amended or dissolved with the consent of the contracting 
parties. A contract is amended or dissolved by a supplementary agreement signed 
by the parties or by an exchange of letters and telegrams. 


A party receiving a proposal to amend or dissolve a contract must respond within 
10 days of the receipt of the proposal. In the event the contracting parties are 
unable to agree on the amendment or dissolution of a contract, the dispute will 
be resolved by arbitrailon at the request of the interested party. 


A contract for the delivery of products distributed under a planning procedure 
shall be deemed amended or dissolved if neither of the parties within 10 days 

of the receipt of the notification of the amendment or recission of the planning 
acts for the delivery of products shall have declared its dissent regarding the 
amendment or recission of the planning act to the other contracting party, to 
the purchase permit holder and to the organ issuing the announcement. 


If the material-technical supply organization monitoring the state of material 
resources in associations, enterprises, institutions and organizations finds that 
the customer party to the contract has in its possession products in excess of the 
norm or surplus products, it may notify the customer and the purchase permit holder 
of the corresponding reduction in the quantity of products to be delivered or of 

a change in the delivery schedule. If the customer does not voice his objections 
to the other party within 10 days, the contract is considered amended or dissolved. 


USSR Gossnab with the participation of interested ministries, state committees and 
departments indicates individual types of products which the customer may 
unilaterally totally or partially reject during the effective period of the 
contract and establishes the procedure and time Limits for rejecting such products 
and the procedure for using them. 


IV. Quantity, Time Schedule and Procedures of Deliveries 


32. The quantity of products distributed under a planning procedure to be delivered 
is specified in the contract in accordance with the planning acts indicated in point 
7 of the present Statute and with the customers’ orders 


After the conclusion of the contract, the customer may with the consent of the 
supplier refuse all or part of the products specified in the contract. In such 
a case the customer must notify the purchase permit holder and the organ issuing 
the planning act on the basis of which the contract was concluded within 5 days 
of the parties’ agreement. 


In such cases, the contract is amended or dissolved according to the procedure 
specified in point 31 of the present Statute. 


The quantity of products not distributed under a planning procedure to be delivered 
is specified in the contract with the agreement of the contracting parties. 














The detailed mix (assortment) of products to be delivered is specified in the 
contract with the agreement of the contracting parties according to the 
procedure stipulated in points 25 and 26 of the present Statute. 


33. In the event the products are shipped not to the customer but to recipients 
that are not in contractual relations with the supplier, the customer sends 
shipment counter-vouchers [otgrusochnyye rasnaryadki) to the supplier. 


The content of the shipment counter-vouchers, the procedure and time limits for 
sending them to the supplier, and the procedure and time limits for amending these 
counter-vouchers are specified in the special terms of delivery or in the contract. 


In the event the special terms of delivery or the contract do not specify the 
procedure and time limite for submitting shipment counter-vouchers, the customer 
must send the supplier counter-vouchers for the year or for the first quarter 

at the same time that he returns the signed contract. If the customer appends 
only the shipment counter-voucher for the first quarter to the contract, he must 
submit counter-vouchers to the supplier for the second, third and fourth quarters 
no later than 30 days before the beginning of the quarter. 


34. Products are delivered in equal monthly lots unless other delivery times 
(periods) are specified in the special terms of delivery or in the contract. 


When permitted by law, products may be delivered ahead of schedule with the 
consent of the customer. Products that are delivered ahead of schedule and 
accepted by the customer are paid for and are counted as part of the products 
scheduled for delivery in the following period. 


35. The day of performance of the delivery obligation is considered to be: 


a) in the case of shipments of products to customers in other cities--the day 
the products are turned over to the transport or compunications organ, determined 
by the date on the transport document or the document issued by the communications 


organ; 


b) in the case of the delivery of products to the customer's or supplier's 
(manufacturer's) warehouse--the date of the acceptance-surrender act [priyemo- 
sdatochnyy akt) or the date of the receipt for the products. 


%. Shortfalls in deliveries by the supplier or quantities of products not 
accepted by the customer in one month, quarter or other period of delivery 
must be made up for in the following month, quarter or other period. 


The given shortfall (or unaccepted quantities) must be supplied in the mix 
(assortment) specified for the period of the shortfall (nonacceptance) unless 
another mix (assortment) is agreed upon by the contracting parties. 


The special terms of delivery or contract may specify another procedure or time 
for making ap the shortfall (or unaccepted products). 


Unless otherwise specified in the contract, the customer may, after notifying the 
supplier, refuse to accept late shipments of goods. The customer has the 
obligation to accept and pay for products shipped by the supplier before receipt 
of the customer's notification. 
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The shortfall (quantity of unaccepted products) must be made up during the 
effective period of the purchase permit. In the case of products not distributed 
under a planning procedure, shortfalls must be made up during the effective period 
of the contract unless otherwise specified. 


Products delivered to one customer (including a production, structural unit of an 
association( in excess of the quantity specified in the delivery contract for a 
given period or in a shipment counter-voucher in fulfillment of the contract, and 
products delivered to other than the production, structural unit indicated in 

the shipment counter-voucher are not counted as making up the shortfall to other 
customers. 


The delivery of one type of product of a given mix (assortment) is not counted 
toward making up the shortfall of another type of product unless the delivery 
is made with the written consent of the customer beforehand or if the customer 
accepts the product for use. If delivery is made with the advance written 
consent of the customer or if the customer accepts the product for use, the 
shortfall inthe product mix (assortment) need not be made up. 


37. In cases stipulated by law and in the case of necessity to give top priority 
to the delivery of products to individual customers (for projects in the startup 
stage, regions designated to receive delivery ahead of schedule [rayony dosrochnogo 
zavoza), etc.), suppliers may under a procedure defined by USSR Gossnab be assigned 
mandatory priorities and shipping schedules (sequence of shipments). 





38. The supplier delivers goods: 


a) to customers in other cities--by rail or water or by truck in cases specified 
in the appropriate rules; 


b) to customers in the same city--usually through centralized truck shipments. 


The contract may specify the shipment of goods by any other mode of transport or 
may require the customer (recipient) to pick up the goods from the supplier's 
(manufacturer's) warehouse, and may stipulate the procedure and time of pickup. 


Deliveries must be made with the most rational use of various modes of transport. 


In the case of the delivery (shipment) of goods by truck, goods are loaded and 
reusable containers are unloaded using the supplier's manpower and resources and 
at the supplier's expense, while the unloading of goods and the loading of 
reusable containers at the recipient's warehouse are performed using the 
recipient's manpower and resources and at the latter's expense. 


The shipment of goods and the centralized delivery of goods by truck may be 

made within the specified delivery time according to schedules agreed upon by the 
contracting parties. The procedure and time limits for coordinating schedules 
are specified in the special terms of delivery or in the contract. 


39. Shipping costs are borne by the supplier or customer in accordance with the 
price list for products or other binding rules for the contracting parties and in 
their absence in accordance with the contract. 








Additional costs associated with the shipment of goods by fast freight at the 
customer's request are borne by the customer. 


In accordance with the mandatory rules for the contracting parties or the contract, 
when goods are shipped f.o.b. railroad car (vessel) station (port, pier) 
destination to customers in other cities, shipment is made by truck instead of 
railroad car, the difference in the cost of truck shipment compared with the cost 
of rail (water) shipment is distributed between supplier and customer in keeping 
with the price list and, in the absence of appropriate instructions in the price 
list, on the basis of agreement of the parties. If the parties are unable to 
reach agreement, the difference in shipping cost is divided evenly between the 
parties. 


If at the fault of the supplier (manufacturer), goods are not shipped on schedule 
by rail (water) and if the customer (recipient) removes the goods from the 
supplier's (manufacturer's) warehouse by truck, the supplier (manufacturer) 
compensates the customer (recipient): 


a) in the case of f.o.b railroad car (vessel) station (port, pier) destination-- 
for the cost of shipping goods by truck to the station (port, pier) destination 
according to the established rates; 


b) in the case of f.o.b. railroad car (vessel) station (port, pier) of origin-- 
for the difference between the cost of shipping by truck to the station (port, 
pier) of destination and the cost of shipping these goods by rail (water). 


40. Goods are shipped to the recipient in accordance with the minimum shipping 
norms (railroad cars, containers, etc.). 


Minimum shipping norms are established in special terms of delivery. If such 
norms are not established for a given type of product, they may be stipulated in 
the contract if necessary. The contract may also specify minimum norms for the 
delivery of goods by truck. 


The procedure for delivering goods in quantities lower than minimum delivery norms 
and the procedure for shipping goods by parcel post may be specified in the 
contract. 


If a material-technical supply organization is the recipient of goods and in other 
cases specified by law, the quantity of products allocated to the customer for the 
quarter is less than the minimum shipping norm, the supplier (manufacturer) is 
obligated to ship goods to the recipient in a quantity less than the minimum shipping 
norm (the entire quantity of products specified for the quarter simultaneously). 


Enterprises responsible for deliveries of products (of the base) of ministries, 
state committees and departments ship (release) products in any quantity needed by 
the recipient less than the minimm shipping norm. 


41. If according to the contract, the customer is not the recipient of the 

goods (payer), the supplier must inform the customer of the shipment of goods to the 
recipients by sending the customer copies of payment demands and shipping 
documentation regarding the goods shipped within 3 days of shipment unless other 
periods or modes of notification are specified in the special terms of delivery or 
contract. 
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The supplier must within the same period of time send to the gossnab of a union 
republic or to the USSR Gossnab main territorial administration responsible for 
the supplier's region copies of payment demands and shipping documentation 
regarding the shipped goods unless other periods and modes of notification have 
been agreed upon by the supplier and the given organs. 


42. The procedure and deadlines for accepting goods with respect to quantity are 
specified in instructions ratified by the State Board of Arbitration under the 
USSR Council of Ministers. 


The acceptance of goods from transport and communications organs with respect to 
quantity is carried out in accordance with the rules in effect in transport and 
in communications organs. 


43. Uncontracted goods shipped without the consent of the customer, or goods 
shipped in violation of terms of the contract, or in the absence of contractual 
relations--if the customer (recipient) refuses to accept them for use--are 
accepted for safekeeping [otvetstvennoe khranenie] by the customer with the 
exception of cases in which the customer (recipient) is legally entitled to 
refuse to accept such products from transport organs. 





The customer (recipient) accepting goods for safekeeping must notify the supplier 

of the fact within 24 hours of acceptance. The supplier must telegraph instructions 
on the disposition of goods accepted for safekeeping within 5 days of the receipt 

of the notification. If no such instructions are forthcoming within the specified pe- 


riod, the customer (recipient) is entitled to invoke a fine against the supplier as 
stipulated in 3* 85 of the present Statute and if such instructions are not forth- 
coming within days from the day of notification, the customer is authorized to 


dispose of the goods primarily by selling them locally. 


Upon receipt of oncontracted perishable goods without the agreement of the customer 
or of perishable goods delivered in violation of the terms of the contract, and in 
the absence of contractual relations between the parties, the customer (recipient) 
must verify their quantity and quality and telegraph the supplier for the necessary 
instructions and the supplier in turn must provide these instructions (also by 
telegraph) within 24 hours. If no reply is forthcoming from the supplier within 
this time, the customer (recipient) is entitled to dispose of the products at his 
discretion. The customer (recipient) disposes of products distributed under a 
planning procedure in his safekeeping with the consent of the gossnab of a union 
republic or the USSR Gossnab main territorial administration responsible for the 
customer's (recipient's) region. 


Sums received by the customer (recipient) from the sale of products in his 
safekeeping minus the cost of acceptance, handling, storage and sale are to be 
transferred to the supplier (shipper) under procedures and deadlines specified by 
USSR Gossnab. 


The customer is entitled to refuse to accept delivery from the supplier of goods 
shipped in excess of the quantity stipulated in the contract (both in sum or with 
respect to individual items) or in violation of other terms of the contract. 
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V. Quality and Completeness of Shipments 


44, Goods delivered must conform to the quality (in terms of reliability, service 
life, and othe» indicators), standards (state, branch, republic, and CEMA), 
technical specifications, and models (reference specimens) ratified according to 
the established procedure 


If standards, technical specifications and models (reference specimens) ratified by 
the appropriate organs do not exist for the products, the quality of the products 
must conform to technical specifications ratified by the association, enterprise and 
organization acting in the capacity of supplier with the consent of the customer or 
to models (reference specimens) agreed upon by the parties. 


Numbers and indexes of the standards and technical specifications are indicated 

in the contract. If branch and republic standards and technical specifications 
have not previously been supplied to a given customer, they are appended to the 
contract. If necessary, the contract specifies the number of copies of branch 

and republic standards and technical specifications that are to be supplied to the 
customer who in turn will furnish them to the users of the products. 


In the case of the delivery of products for which ratified models (reference 
specimens) exist, the contract indicates the date of ratification and the name of 
the organization ratifying the model (reference specimen). A technical description 
of the model (reference specimen) is appended to the contract. 


When goods are delivered on the basis of agreed upon models (reference specimens), 
they are described in the contract together with an indication of storage 
procedures guaranteeing integrity and precluding the possibility of question being 
raised regarding the genuineness of the models (reference specimens). 


If a delivered item is in the highest quality category, this point must be stated 
in the contract. 


If during the effective period of the contract, new state or CEMA standards on given 
delivered products are ratified, the supplier must notify the customer of this 

fact within 30 days of the date they become effective. The supplier must send new 
or amended branch and republic standards, technical specifications or technical 
descriptions of models (reference specimens) to the customer within the same period 
of time. 


The contract may call for the delivery of products of higher quality than specified 
in standards, technical specifications, and models (reference specimens). 


45. Warranty periods for products are established in standards or technical 
specifications. 


If warranty periods are not specified in the standards or technical specifications, 
they may be specified in the contract. 


The parties may specify in the contract longer warranty periods than indicated in 
the standards or technical specifications. 
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The warranty period is computed starting with the day an item is put inte operation 
but no later than 6 months for existing enterprises and 9 months for enterprises 
under construction, and in the case of items used at enterprises with a seasonal 
type of operation and in the case of spare parts--no longer than a year from the 
date of their receipt at the enterprise uniess otherwise specified in standards, 
technical specifications or contracts. 


The warranty period for components is considered to be equal to the warranty 
period for the basic item and expires concurrently with the expiration of the 
warranty period for this item unless otherwise specified in the standards or 
technical specifications for the basic item. 


If standards or technical specifications specify the service life and shelf life 
of products, the parties specify in the contract the deadline for delivery of 
such products within the established service and shelf life. Service life and 
shelf life are calculated from the day of manufacture. 


46. The supplier (manufacturer) must at his own expense correct flaws detected 
in a product during the warranty period or else replace the product unless he 
ean prove that the flaws are the result of the customer's (recipient's) 
violation of the rules governing the use or storage of the product. With the 
consent of the parties and in cases etipulated by law, the customer (recipient) 
may be required to correct flaws at the expense of the supplier (manufacturer). 
Flaws must be corrected or products sust be replaced within 15 days of receipt 
of the customer's (recipient's) notification of detected fiaws unless another 
period is specified in the special terms of delivery, standards, technical 


specifications or when agreed upon by the parties. 


The correction of flaws in a product or the replacement of the product within the 
warranty period does not relieve the supplier of the obligation to pay the 
fine indicated in points 7? and 73 of the present Statute. 


In the event flaws in a warranted product are corrected, the warranty period 
is extended for the period that the product could not be used due to the flaws. 
If the product is replaced, the warranty period is computed from the date of 
replacement. 


47, Complete products must be delivered in accordance with the demands of 
standards, technical specifications or price lists. The contract may specify that 
the product be delivered with additional parts or without parts that the customer 
does not require. 


If the standards, technical specifications or price list do not call for the 


complete delivery of an equipment package, this point may be specified in the 
contract if necessary. 


The contract may call for the delivery of individual parts of the equipment 
package or for the shipment of individual parts of the complex directly from the 
manufacturer and may specify their shipment schedule. In such cases, the supplier 
may bill the customer for an equipment package after all its parts have been 
shipped by manufacturing plants unless another payment procedure is specified in 
the contract. 








48. The contract may specify the delivery of complete equipment packages, i. e., 
the delivery of an aggregate of equipment, instruments and other products. If 

the delivery of 4 complete equipment package is specified in rules that are 
binding on the parties, this point is specified in the contract in accordance with 
these rules. 


49, The special terms of delivery or the contract specify the documents that 
the supplier uses to certify the quality and completeness of delivered products 
(quality certificate, technical passport, technical acceptance act, etc.) 

and also indicate the procedure and deadlines for submitting these and other 
documents (inetructions on installation, testing, adjustment, operation, etc.) 
to the customer (recipient). 


Shipping documents and other documents accompanying goods shipments indicate if 
the goods are in the highest quality category. 


50. Goods must be marked in accordance with standards or technical specifications. 
If the standards or technical specifications do not contain instructions on the 
marking of products, these instructions may be indicated in the contract. The 
parties are entitled to incorporate in the contract special marking requirements 
that are not specified in standards or technical specifications. 


Delivered products or their packaging gust bear properly registered trademarks. 
Trademarks must not be placed on items if prohibited by standards or technical 
specifications. 


In the event of the delivery of unmarked or improperly marked products, the customer 
(recipient) is entitled to mark them or to alter their marking at the supplier's 
expense or if this is not possible, to demand that the marking or the alteration 

of the markings be performed by the supplier. The supplier must comply with the 
customer's (recipient's) demand within 15 days unless otherwise specified by the 
parties. If thie demand is not met by the supplier and if it is impossible to 

use or sell the product unless it is marked or its marking is altered, the 

customer (recipient) is entitled to refuse to accept the product. 


51. Products that have not been properly verified for quality and products, the 
shipment of which is prohibited by state inspection organs responsible for the 
introduction and observance of standards, technical specifications and monitoring 
of quality or by other authorized agencies, may not be delivered. The prohibition 
on the shipment of products does not relieve the supplier (manufacturer) of the 
need to discharge his obligation to deliver the same kind of (good quality) 
products unless the customer refused to accept then. 


52. The procedure and time limit on verifying the quality of products prior to 
acceptance are specified in instructions ratified by the State Board of 
Arbitration under the USSR Council of Ministers. 


The procedure for verifying the quality of products prior to acceptance is carried 
out in accordance with rules operating in transport and comspunications. 


Vl. Packaging 





53. Packaging must conform to the demands of standards or technical specifications. 
The numbers and indexes of standards and technical specifications regarding pack- 
aging are indicated in the contract. 


If the demands that packaging ust meet are not specified in the standards or 
technical specifications, they may be indicated in the contract. In the contract, 
the parties may specify that the packaging be of higher quality than indicated in 
the standards or technical specifications. 


The packaging specified in the standards or technical specifications for certain 
types of products may, in accordance with the contract, be used for other types 
of products. 


Packaging must be suitable for a given product and must ensure its integrity 
(both in terms of quantity and quality) in shipment and in storage. 


Products shipped in containers [konteynery] need not be packaged unless otherwise 
indicated in standards, technical specifications or rules governing the shipment 
of certain types of freight. 


In the event products, the price of which includes the cost of packaging, are 
shipped in unpackaged form (with the customer's consent) to shipping enterprises 
belonging to ministries, state committees and departments, the suppliers reimburse 
the customer for the packaging cost in amounts indicated in the price lists or in 
the special terms of delivery. If the price lists or the special terms of 
delivery do not specify the appropriate amount of the discount, it must be 
indicated in the contract. 


Each package must be marked in accordance with the standards, technical specifi- 
cations, price lists or the contract. 


Each package shipped by rail, water or other mode of transport must also be 
specially marked in conformity with the shipping rules. 


54. Reusable packaging and binding materials should be returned to the supplier 
(manufacturer) or to organizations that collect used packaging materials. 


The procedure and deadline for returning packaging and binding materials and the 
liability for their late return and for the refusal to accept packaging and 
binding materials are defined in rules, in special terms of delivery or in the 
contract. 


A deposit for packaging may be charged only in cases stipulated in price lists, 
special terms of delivery, or other rules binding on both parties. 


A supplier who makes centralized deliveries must remove reusable packaging from 
the customer's premises unless otherwise specified in the special terms of 
delivery or other rules that are binding on the parties. 


The cost of returning packaging and binding materials and of amortizing reusable 
packaging materials is borne by the supplier unless otherwise stipulated in 
special terms of delivery, other rules that are binding on the parties, or in the 
contract. 





55. Suppliers (shippers) of bulk cargo must offer packaging if called for in 
rules that are binding on the parties or in the contract. 


Procedures and deadlines governing the circulation of recyclable packaging in the 
national economy and the responsibility for its integrity and return are defined 
in a statute drafted by USSR Gossnab with the participation of USSR ministries, 
state committees and departments and ratified by USSR Gossnab and the State 
Board of Arbitration under the USSR Council of Ministers. 


VII. Prices and Procedures for Settling Accounts 


56. Prices on products and on packaging are established according to the legally 
constituted procedure. 


The contract specifies a concrete price and indicates the appropriate number in the 
price list or other price ratification act, the date of ratification, and the 
ratifying agency. Price may also be indicated in the contract by references to 

a corresponding number in the price list or another pricing act. 


In appropriate cases, the contract, in addition to indicating the price, may also 
establish markups and discounts in price and indicate the name of the agency 
ratifying them as well as the date of ratification. 


If a temporary price or a price of limited duration is fixed on a product, the 
contract should specify the effective duration of the price. 


With the consent of the parties, provision may be made for: 


--one-time markups in wholesale prices for the performance of one-time customer 
demands to modify the batching [komplektatsiya] of equipment and instruments, 

to improve individual technical and economic indicators, and to establish longer 
warranty periods for products compared with the standards or technical specific- 
ations, if the price lists do not specify fixed markups for performing the given 
demands, 


--fixing markups and discounts in wholesale prices contained in price lists when they 
contain the qualification that such markups or discounts are established with the 
agreement of the supplier and the customer. 


The cost of packaging materials is borne by the customer (recipient) if the price 
list stipulates that this cost is paid in addition to the price of the product. 
Unless otherwise specified in the price list, the cost of packaging is borne by 
the supplier. 


If the price changes during the effective period of the contract, the supplier must 
notify the customer of this fact the instant he learns of it. 


Products shipped prior to the change in price are paid for in the price that existed 
at the time of shipment unless otherwise stipulated in the price revision act. 


If rules binding on the parties specify that if goods are shipped through material- 
technical supply organizations, these organizations are to collect a surcharge 
from the customer, the contract specifies the amount of the surcharge and cites the 
act that ratifies it. 
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Terms of the contract on the delivery of products for prices other than those 
ratified under the established procedure are invalid and payments for products 
are made in properly ratified prices with the exception of cases in which the 
law empowers the parties to establish markups in ratified prices or to sell 
products for lower prices. 


57. Accounts for products are usually settled directly between shippers and 
recipients. 


A customer who is not a recipient participates in the settlement of accounts for 
products when such participation is authorized in decrees and resolutions of the 
USSR Council of Ministers, in instructions of USSR Gosbank or USSR Stroybank or in 
the special terms of delivery. 





If in accordance with the binding rules, a material-technical supply organization 
that is not a party to the contract takes part in the settlement of accounts, it 
enjoys the rights and bears the liability of a contracting party insofar as the 
settlement of accounts are concerned. 


Centralized payments for products are permitted in cases authorized by law. 


Procedures and forms for settling accounts are determined in accordance with laws 
of the USSR. The parties must proceed from the fact that accounts involving 
deliveries to other cities are primarily settled on the basis of the acceptance 
[aktsept] of the supplier's (manufacturer's) demand for payment, while accounts 
for local deliveries received on the basis of acceptance-surrender documents are 
settled primarily on the basis of drafts, planned payments or checks drawn on 
limited or unlimited accounts. 


If the shipping time to the recipient is less than 1 day, accounts with suppliers 
(shippers )--including shipments to other cities--accounts must be primarily settled 
by drafts submitted to bank institutions no later than the day following the 
receipt of the shipment by the recipient. In the case of regular and constant 
deliveries, accounts may be settled in the form of planned payments. 


The letter of credit [akkreditivnaya forma raschetov] form of accounts is used: 


a) when this form is specified by decrees and resolutions of the USSR Council of 
Ministers, instructions of USSR Gosbank and USSR Stroybank, special terms of 
delivery or a contract; 


b) when the supplier converts the customer to this form of accounts in accordance 
with point 65 of the present Statute. 


The procedure and form of accounts in the special terms of delivery must be 
coordinated with USSR Gosbank. 


The contract specifies the kind of accounting or other documents the supplier 
(shipper) must send to the customer (recipient) and indicates the procedure and 
deadlines for sending these documents. 


58. Under the letter of credit form of accounts, the payer has the right to 
reject a payment demand entirely if: 








a) payment demands are made for products that have not been ordered (or products 
not specified in a contract), 


b) goods are shipped to the wrong address, 
c) goods are delivered ahead of schedule without the consent of the customer, 


d) an entire shipment is documentarily identified as being of inferior quality 
or incomplete before the expiration of the acceptance deadline; 


e) the document certifying the quality of goods indicates that the goods are 
of lower quality than the quality specified and if the customer (recipient) 
refuses to accept these goods prior to the expiration of the acceptance deadline; 


f) prior to the expiration of the acceptance deadline, it is documented that 
unmarked or improperly marked goods have been delivered and if the goods 
consequently cannot be used or sold by the customer (recipient) and the latter 
does not have the possibility of marking the goods or of changing their marking; 


g) there is no ratified or properly coordinated price on the goods; 


h) the supplier submits a demand for payment for goods that have already been 
paid for; 


i) the supplier submits a payment demand for goods that have not been shipped 
or accepted by the customer; 


j) the goods are readdressed by the supplier in transit, 


k) the payment demand or the shipping document do not substantiate the prices 
on shipped goods. 


59. Under the acceptance form of accounts, the payer has the right to refuse 
in part the acceptance of payment demands if: 


a) a shipment contains in addition to ordered goods, goods that were not ordered, 
or if the quantity of goods exceeds the quantity ordered; 


b) prior to the expiration of the deadline for acceptance, it is documented that 
some of the goods are of inferior quality or incomplete, that the packaging is 

of inferior quality, and that the grade (quality) of the goods is inferior to that 
specified in the shipping document; 


c) prior to the expiration of the acceptance deadline, it is documented that 
unmarked or improperly marked goods have been delivered and if the goods 
consequently cannot be used or sold by the customer (recipient) and the Latter 
does not have the possibility of marking the goods or changing their marking; 


d) there is no ratified or properly coordinated price for some of the products; 
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e) the payment demand includes unduly high prices on goods or packaging or if 
the payment demand includes improper surcharges; 


f) arithmetic errors are found in the payment demand or the shipping documents, 


g) payment demands are submitted for preducts that have in part already been paid 
for; 


h) the supplier submits a partial payment demand for goods not shipped, that 
includes the value of products not indicated as shipped in shipping, accompanying 
or acceptance-surrender documents, 


i) prior to the expiration of the acceptance deadline, it is documented that 
a shortage of goods is detected when they are accepted from the representative of 
the supplier (shipper); 


j) the payment demand or the shipping document fails to substantiate prices for 
part of the shipment. 


60. The payer is entitled to refuse to accept 4 payment demand entirely or 
partially--in addition to the reasons cited in points 58 and 59 of the present 
Statute--for other reasons cited in the instructions of the USSR Gosbank and 
USSR Stroybank, in the special terms of delivery or in a contract. 


The payer has the obligation to announce the reasons behind his refusal to accept 

a demand to the bank institution and the the supplier with 2 days in the case of 
local shipments and in 3 days in the case of shipments to other cities unless other 
periods are specified in decrees and resolutions of the USSR Council of Ministers, 
instructions of USSR Gosbank and USSR Stroybank. 


In the event of the partial refusal to accept a payment demand the payer also has 
the obligation to send the supplier a detailed calculation substantiating the 
partial refusal (the product for which the payer refuses to pay, the grade for 
which unduly high prices are charged, etc.). 


Under other forms of accounts than che acceptance form, the payer (customer) is 

entitled to refuse to pay entirely or partially in all cases when, in accordance 
with the present Statute, the payer (customer) has the right to refuse entirely 

or partially to accept or pay for products under the Statute, the basic terms of 
delivery, other binding rules, or the contract. 


61. If a customer who is not the recipient participates in the settlement of 
accounts for products, the customer has the right(within 5 days of the submission 
of the recipient's refusal to accept a payment demand in the name of the 
customer to the bank institution) to refuse to accept the payment demand of the 
supplier under points 58 and 59 of the present Statute, on the basis of 
instructions of USSR Gosbank and USSR Stroybank, special terms of delivery or 
the contract. 


62. If the customer is not the payer, if the payer refuses without proper 
reason to accept 4 payment demand, and if the payment for products is more than 
20 days late (in cases when bank loans are not granted under the established 
procedure) or if he neglects to pay for products using other forms of settling 
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accounts (submission of letter of credit, submission of drafts to bank inatitution), 
the payer is entitled to demand that the customer pay for the goods under 

a procedure indicated in inatructions of USSR Gosbank. In such cases, the 

customer pays--in addition to the cost of the products--a fine for the unfounded 
refusal to accept a payment demand or for the refusal to pay for goods and a late 
payment fine as stipulated in point 97 of the present Statute. Penalties and 

fines are included in the supplier's payment demand. 


63. The customer must pay the supplier the cost of equipment, machinery and 
other physical assets classified as fixed capital delivered under contract 
using his own funds earmarked for this purpose or using bank loans. 


In the event the customer does not pay the supplier for the indicated goods, 

a board of arbitration may order that the cost of these goods be paid from the 
customer's general capital construction allocations. If goods are not paid for 
at the fault of an organization that is higher ranking than the customer, the cost 
of the goods may be recovered from that organization's capital investment funds. 


In the case of deliveries of packages of technological equipment, technological 
lines, installations, means of mechanization, automation, control and monitoring, 
accounts are settled for the delivery and installation of an equipment package 
as a whole. 


64. When accounts are settled on the basis of letters of credit, the payer 
(customer) must submit a letter of credit no later than 5 days after the receipt 
of the supplier's demand. 


In the demand for the submission of the letter of credit, the supplier must 
indicate the sum of the letter of credit, precise bank orders and the period 
for which it is granted within the period specified in USSR Gosbank instructions. 


If the letter of credit is not submitted on schedule, the supplier does not bear 
responsibility for the nonutilization of the letter of credit or for the late 
delivery of products resulting from the late presentation of the letter of credit. 


If within the scheduled delivery period the customer-payer does not submit the 
letter of credit, the supplier is entitled to sell the goods to other customers. 
In such cases, products distributed under a planning procedure are sold with the 
consent of the material-technical supply organ issuing the planning act for 
delivery. If another customer is not referred to the supplier within 30 days 
(within 10 days in the case of perishables), the supplier is entitled to sell 
the goods at his own discretion. 


65. In case of regular refusals to accept the supplier's payment demands, 

regular delays in making payments and delays in issuing drafts or checks (at 

least 3 demands or 3 times in a given delivery period), the supplier is entitled 
to convert a systematically delinquent out-of-town payer to the letter credit 

form of payment for a period up to 3 months and to require a local delinquent payer 
to pay in advance according to the procedure specified in instructions issued by 
USSR Gosbank. In such cases and in cases of delays in payments for machinery 

and equipment due to financial control exercised by the bank, the supplier is 
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entitled to convert the customer's (payer's) goods to safekeeping. The obligation 
of the customer (payer) to the supplier with regard to goods in safekeeping 

is eliminated when the goods are paid for. The supplier must notify the customer 
of the conversion of the payer to the indicated forms of settling accounts if the 
payer is not a party to the contract. 


66. In the event of payments for products, the quality and completeness of which 
do not conform to the standards, technical specifications, models (reference 
specimens) or contract, the customer (recipient) may(within 10 days of filing 

in the specified time an act of improper quality or of incompleteness of products) 
submit to the bank institution a request that excessive payments be deducted from 
the account of the manufacturer (supplier) when goods are not accepted. 


The deduction of excessive payments envisaged in the present point from the account 
of the manufacturer (supplier) for rejected inferior or incomplete products is 
applied only when these products are received in the manufacturer's intact pack- 
aging from material-technical supply organizations. 


If the accounts for goods are settled with a customer who is not the recipient, 
the customer is entitled to request the bank institution to deduct excessive 
payments for rejected goods from the manufacturer's (supplier's)account within 

5 days of the receipt of the customer's request (by the bank institution serving 
the customer) that the appropriate sum for rejected goods be subtracted from the 
customer's account. 


67. In the event of the supplier's systematic shipment (at least 3 times in 
succession) of goods of quality and grade not conforming to the contract 

(when this fact is noted in acceptance acts), the customer is entitled to pay their 
cost only after acceptance of the goods based on quality (within the acceptance 
deadline). The supplier and the appropriate bank institution must be notified 

in advance accordingly. Such a procedure for settling accounts can be instituted 
for a maximum period of 6 months. 


If in the given instances, the customer does not convert the supplier to a 
system of payment after the goods are found to be of proper quality to guarantee 
their acceptance, such conversion may be effected by a bank institution. 


VIII. Pecuniary Liability 
68. For late shipments or incomplete shipments, the supplier must pay the 


customer a penalty of 8 percent of the cost of individual items in the mix 
(assortment) not delivered on schedule. 


For late shipments or for incomplete shipments of equipment for startup projects 
and for late or incomplete shipments to regions of the Far North, to regions ear- 
marked for ahead-of-schedule deliveries, or to seasonal enterprises during the 
harvesting and processing of perishables, for late and incomplete shipments to 
shipping enterprises belonging to USSR Gossnab and base enterprises and organiz- 
ations belonging to USSR Goskomsel'khoztekhnika, and products specified in 
interbranch cooperative shipment plans, the penalty is 1.5 fold. 








The special terms of delivery may specify another penalty for late and incomplete 
shipments of experimental machinery and equipment and of custommade machinery 
and equipment. 


If a material-technical supply organization acting in the capacity of supplier 
must pay a 1.5 fold penalty at the fault of a production association, enterprise 
or organization acting in the capacity of manufacturer, the manufacturer bears 
pecuniary liability to the material-technical supply organization the same 
amount. 


The penalty for the late or incomplete delivery of agricultural products is 
3 percent of the cost of individual items in the mix (assortment) not delivered 
on schedule. 


If the mix (assortment) is not specified in the contract, the penalty is levied 
against the total cost of products not delivered on schedule. 


For late or incomplete shipments within the specified period, the supplier bears 
responsibility within the limits of the shipping plans ratified under the 
established procedure. The supplier is not freed of responsibility if he is to 
blame for the fact that the plan does not provide for sufficient means of 
transport or when this plan is curtailed due to circumstances depending on the 
supplier. 


69. When the customer accepts for use products that are delivered without his 
advance written consent with violations of the mix (assortment), and products 
equal to the total value of the contract have been delivered, the supplier pays 
the customer a fine in the amount of 8 percent of the shortfall. 


70. For each violation of the agreed-upon shipping (delivery) schedule, the 
supplier pays the customer a fine in the amount of 1 percent of the products 
not shipped (not delivered) on schedule unless other sanctions are indicated in 
the special terms of delivery or in the contract. 


The indicated fine is paid irrespective of the payment of penalties for late 
and incomplete shipments. 


71. In the event of the delivery of products not indicated in the contract without 
the consent of the customer or in violation of the terms of the contract, and 

also in the absence of contractual relations (point 43 of the present Statute), 

if the customer refuses to accept these products for use and gives them up for 
safekeeping, the supplier pays the customer a penalty of 3 percent and for 
perishables, 5 percent of the value of the rejected products. 


72. If products are rejeci t conforming in quality to the standards, 
technical specifications and . (reference specimens), the customer 
(recipient) must refuse to accept and pay for products, must collect from the 
manufacturer (supplier) a fine in the amount of 20 percent of the value of 

the rejected products and if the products are *Lready paid for, must also demand 
the return of the given sums under the established procedure. 











If products are rejected, the manufacturer (supplier) must within 10 days of 
acknowledgement of the demand of the customer (recipient) replace the rejected 
products and dispose of them and in the case of perishable products must dispose 
of said products within 24 hours of the notification. 


If the manufacturer (supplier) fails to dispose of the rejected products within 
the specified period of time, the customer (recipient) is entitled to sell them 
on the spot or to return them to the manufacturer (supplier). In all cases, 
perishable products must be sold on the spot. 


The penalty envisaged in the present point for the delivery of products rejected 
as being of inferior quality is levied against the manufacturer or in cases 
stipulated in the special terms of delivery, against the supplier. The request 
to deduct the penalty for rejected goods is submitted to the bank institution 
within 10 days of the compilation of the act attesting to inferior product quality 
within the specified time limits. 


73. In the event of the detection of production flaws in delivered products that 
can be corrected on the spot, the customer (recipient) may: 


a) correct the flaws at the expense of the manufacturer (supplier) or demand the 
elimination of the flaws by the manufacture (supplier) where the products are 
located; 


b) refuse to pay for the products until the flaws are corrected or, if the products 
are already paid for, demand the return of the paid sums under the established 
procedure. 


In addition, the manufacturer (supplier) pays the customer (recipient) in the 
sum of 5 percent of the value of these products. 


If the customer (recipient) demands that the flaws be corrected by the manufacturer 
(supplier), the manufacturer (supplier) must correct the flaws with 15 days of 

the receipt of the demand of the customer (recipient) that the given flaws be 
corrected unless another period be fixed in the special terms of delivery, 
standards, technical specifications, or the agreement of the parties. 


If the manufacturer (supplier) does not eliminate the flaws in the established 
period, he must pay the customer (recipient) a fine in the amount of 20 percent of 
the value of the products in which the flaws have not been corrected. At the same 
time, the customer (recipient) has the right to refuse to accept the products and 
to demand their repiacement. 


74. If delivered products conform to the standards or technical specifications 
but do not meet the higher demands for quality specified in the contract, the 
customer (recipient) may pay for the products in a price that does not include 
the markup for higher quality or may refuse to accept and pay for such products. 
The customer (recipient) may also exact from the manufacturer (supplier) a fine 
in the amount specified in the contract. 
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If products in the highest quality category are rejected as not conforming to 
the standards, technical specifications, models (reference specimens), the 
customer (recipient) has the obligation to refuse to accept and pay for products, 
must exact a fine from the manufacturer (supplier) in the sum of 30 percent of 
the value of the rejected products or if the products are already paid for, must 
also demand the return of the paid sums under the established procedure. 


If products in the highest quality category are converted to a lower quality 
category, the manufacturer (supplier) must pay the customer (recipient) a fine in 
the amount of 300 percent of the price reduction but not more than 30 percent of 
the value of the products prior to the price reduction. In such a case, the 
customer (recipient) pays for the products according to the list price for 
products of corresponding quality. 


75. In the event design flaws are detected in products delivered as industrial 
prototypes (lots), in custommade machines and equipment, i. e., machines and 
equipment manufactured in limited quantity on the basis of individual orders on the 
basis of normative technical documentation coordinated with clients (customers) 

or their higher organs, the manufacturer (supplier) has the obligation to eliminate 
flaws with his own resources and at his own expense in the shortest possible 

time fixed with the agreement of the parties. Fines stipulated in points 72 and 

73 of the present Statute are not invoked in the case of the delivery of such 
products. 


If the design flaws are not eliminated in this period of time, the customer 
(recipient) requests a fine in the amount of 8 percent of the value of the products. 


If it is not technically possible to eliminate the design flaws, the customer 
(recipient) returns the products to the manufacturer (supplier) and the latter, 
in addition to paying the indicated penalty, must return the sums paid for them. 


If the manufacturer (supplier) and customer ¢ecipient) disagree on whether the 
flaws are design flaws or production flaws and on the party responsible for them, 
if the parties so agree, the disagreement is within 10 days submitted for the 
consideration of an appropriate scientific research institute or experts. 


The manufacturer (supplier) bears responsibility for the delivery of series- 
produced products with design flaws in amounts and under procedures indicated 
in point 73 of the present Statute. 


76. For the delivery of products, the delivery of which is prohibited by state 
agencies that monitor the introduction and observance of standards and technical 
specifications ond that monitor product quality or by other duly authorized 
agencies (point 51 of the present Statute), the manufacturer (supplier) must at 
the request of the given agencies pay a fine in the amount of 50 percent of the 
value of these products to the union budget. 


77. In the event of the delivery of incomplete products (point 47 of the present 
Statute), the customer (recipient) must: 


a) supply the missing products. The manufacturer (supplier) must supply the 
missing products within 15 days of the receipt of the customer's (recipient's) 
demand unless another period is established by the parties; 
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b) refuse to pay for the products until their delivery is complete or, if the 
products are already paid for, demand the return of sums paid under the 
established procedure; 





c) demand that the manufacturer (supplier) pay a fine in the amount of ©’ percent 
of the value of the missing products including the value of the missi) arts. 


If the manufacturer (supplier) fails to deliver the missing products wichin the 
specified period, the customer (recipient) is entitled to return the incomplete 
product and demand that the incomplete product be replaced by a complete product. 


78. If the delivered product is of a lower grade (quality) than indicated in 

the document certifying the quality of the product but corresponds to the 
standards, technical specifications, models (reference specimens), the customer 
(recipient) has the right to refuse to pay for and accept products or if they are 
already paid for, to demand the return of sums paid under the established procedure 
or to accept products at the price indicated in the price list for products of 

the corresponding grade (quality). 


The manufacturer (supplier) must also pay the customer (recipient) a fine in the 
amount of 200 percent of the price reduction but not more than 20 percent of its 
value before the reduction. 


79. For incomplete deliveries (point 48 of the present Statute), the supplier 
pays the customer a fine in the amount of 2.5 percent of the value of all items 
included in the complete shipment. 


The special delivery terms may specify a fine in another amount depending on the 
complexity of the equipment package. 


80. For the delivery of products contrary to the requirements of standards, 
technical specifications or the contract in the form of unmarked or improperly 
marked products, of unpackcged products, or of improperly packaged products, 

the manufacturer (recipient) must pay the customer (recipient) a fine in the sum 
of 5 percent of the value of such products. 


If products are to be shipped or stored further, the customer (recipient), in 
addition to collecting a fine, is entitled to package the products at the expense 
of the manufacturer (supplier) or to demand that the local manufacturer (supplier) 
package the products. 


81. For the delivery of products in unmarked or improperly marked packaging, 
the manufacturer (supplier) pays the customer (recipient) a fine in the amount of 
25 percent of the value of the unmarked or improperly marked packaging. 


82. For the delivery of products not accompanied by the quality certification 
documents indicated in the special terms of delivery or the contract (point 49 
of the present Statute), the manufacturer (supplier) must pay the customer 
(recipient) a fine in the sum of 25 rubles for every such delivery. 


64, 








83. Products of inferior quality, incomplete products, unmarked products, and 
improperly marked products not accepted by the customer (recipient) are not 
counted toward the fulfillment of commitments under the contract. Unless the 
customer does not desire the replacement of such products, they must be replaced 
with quality products, complete products and properly marked products in the 
current delivery period or in another period of time agreed upon by the parties. 


84. If a fine is invoked for the delivery of products rejected as not 
corresponding to the corresponding standards, technical specifications, or models 
(reference specimens), or if a fine is invoked for the delivery of products of a 
lower grade (quality) in the event of the refusal to accept them (points 72, 74, 
and 78 of the present Statute), fines are not charged for inco plete shipments, 
for unmarked or improperly marked products and packaging or for the delivery of 
these products in improper packaging. 


85. For delays in excess of the deadlines for disposing of products accepted for 
safekeeping by the customer (recipient), the supplier pays the customer (recipient) 
a fine in the sum of 0.2 percent of the value of the products for each day of 
delay but not more than 5 percent of their value. 


86. In the event of the nonutilization of the letter of credit issued at the 
demand of the supplier, during the effective period of the letter, the supplier 
pays the customer (payer) a fine in the amount of 5 percent of the unused sum of 
the letter of credit. 


87. For the failure to send copies of a payment demand and shipping documents 

for shipped products within the specified period or for the failure to submit other 
information on shipping (point 41 of the present Statute), the supplier (shipper) 
pays the customer, and in the appropriate cases, the gossnab of a union republic 
or the USSR Gossnab main territorial administration, a fine in the sum of 10 

rubles for every failure to send a payment demand or a shipping document or a 

fine of 25 rubles for each failure to submit the information. 


88. For shipping (releasing) products distributed under a planning procedure to 

a customer (recipient) not authorized to receive given products and for the 
utilization of products for own needs in excess of the allocated purchase permits, 
the manufacturer (supplier) must pay the material-technical supply organ a 

fine of between 25 and 100 percent of the value of these products except in cases 
in which the law gives the manufacturer (supplier) the right to sell these 
products at his own discretion. 


89. For the violation of priorities and shipping schedules (point 37 of the 
present Statute), the manufacturer (supplier) must at the request of the material- 
technical supply organ pay a fine of 50 percent of the cost of products shipped 

in violation of these priorities and schedules. The given fine is paid to the 
union budget. 


90. For the late submission of data on the distribution of purchase permits among 
customers to the material-technical supply organ issuing planning acts for the 
delivery of products, ministries, state committees, departments, and other purchase 
permit holders in the person of organs enjoying cost accounting rights must pay 
the material-technical supply organ a fine in the sum of 50 rubles for every day 

of delay but no more than 500 rubles. 


91. In the event of the nonissuance or late issuance of a planning act for the 
delivery of products, which serves as the basis for concluding a contract, to the 
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supplier and the customer, the materiai-technical supply organ issuing the given 
acts sust pay the supplier and the customer a fine of 50 rubles for each day of 
delay but not more than 500 rubles for each type of preduct, 


In the event of the nonissuance or late issuance of group vouchers, the material- 
technical supply organ issuing group vouchere @ust pay the supplier and the 
purchase permit holder or the gosenab of 4a union republic, or the USGR Gosanab 
min territorial adminietra’ion (point 11 of the present Statute) a fine of 50 
rubles for each day of delay out fo more than 500 mubles for each type of product, 


92. For delays in concluding contracts or for the unjustified refusal to conclude 
a contract, the lity party Gust pay the other party 4 fine of 100 rubles for 
each day of deley but not sore than 1000 rubles. 


13. $&f the contract calis upon the supplier or the customer to subsit 
specifications and technical characteristics or a detailed sin (assortment) of 
the products, the nonsubmission or late submission of them entail the payaent of 
a fine in the amount of 2? pereent of the value of the products for which the 
specifications have not been submitted or have been submitted late. 


9%. In the event the planning act for the delivery of products or the announcement 
of its modification is returned to the issuing organ, the supplier must pay this 
organ a fine of 250 rubles for each such instance. 


95. For the late submission of shipping counter-vouchers (point 33 of the present 
Statute), the customer pays the supplier 4 fine of 75 rubles for each day of 
delay but no more than 2750 rubles. 


In the event the customer is late in submitting to the supplier a shipping counter- 
vouchers, the supplier is entitled to demand payment for the cost of products for 
which the customer has not issued a counter-voucher and to guarantee the avaiila- 
bility of these products instead of collecting a fine for the late submission of 

a counter-voucher. 


96. For the nonacceptance [nevyborka] of products and for the unsubstantiated 
refusal to accept products when delivered by the supplier within the period 
specified in the contract, the customer must pay the supplier a fine of 5 percent 
of the value of the unaccepted products (not received on echedule) 


This fine is not invoked against the customer if he in sccorméance with point 31 of 
the present Statute had the right under the establichead procedure to refuse to 
accept the products wmilaterelly. 


in the event of the nonacceptance of products (unsubstantiated refusal to accept), 
the supplier--in addition to collecting a fine--is entitled to demand payment of 
the cost of uwnaccepted sroductse (not received on echedule) and gust guarantee the 
availability of these products. 


in the event of the total or partial refusal of the customer to accept special 
products ordered by him, the customer is obligated to pay the supplier (manv- 
facturer) the cost of the part of the order that has been Filled or ie in the 
process of being filled at the time of refusal and to pay the supplier's costs 
incurred in technological preparations for production with the exception of cases 
in which the refusal to accept these items was the fault of the supplier 
(manufacturer). 
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7, | the unsubstantiated complete of partial refusal to accept 4 payment 
dema 4 and for refusing to pay for predvete under other forms of settlement of 
aceounts (nonpresentation of letters of eredit, nonissuance of cheeks, fon- 
submission of drafts to bank institutions), the customer (payer) must pay the 
supplier a fine of 5 percent of the sum which he has refused to pay. 


for the late payment for delivered preducts, the customer (payer) paye the supplier 
a fine of 0.04 percent of the defaulted payment for each day of default. The 

fine is raised by 390 percent for late payments for equipment in connection with 
the customer's nonfulfiliment of demands stipulated in the rules governing the 
financing of construction. 


98. In the event the supplier or customer faile to return excess funds received 
from the settlement of accounts for preducts (from double payments for the same 
products, the incorrect revision of prices of products, the payment of accounting 
documents for goods not shipped, ete.), the guilty party pays the other party 

5 percent annual interest for the entire period of use of this money. 


Interest is not computed for claims for payment of fines and penalties. 


99. For the unsubstantiated deduction of rejected goods from the accounts, the 
guilty party pays the other party 5 percent of the improperly deducted sun. 


100. In the ewent the customer (recipient) fails to carry out the demand of the 
supplier (slipper) to ship (release) products accepted for safekeeping and in the 
event of the use of these products before they are paid for, the customer 
(recipient) must pay the supplier a fine of 8 percent of the value of products 
used without payment or not shipped (or released) at the demand of the supplier. 


101. Por the violation of obligations stipulated in the special terms of delivery 
ae 4 supplement to the obligations specified in the present statute, penalties 
(fines) way be stipulated in the special terme of delivery. 


The centract may indicate sanctions for the nonperformance or improper performance 
f obligations, for the violation of which the law has not specified sanctions. 


Paetices to the contract--in the absence of the agreement of both parties--are 
entitied to inerease the sanctions imposed for the violation of the term of the 
ntract stipulated in the present Statute with the exception of penalties for 
ste payments. In the event agreement is not reached, penalties (fines) are 
igposed in amounts indicated in the present Statute and in the special terms of 


elivery 


Agreements to limite the liability of the parties are sot permitted if the 
measure of iiability is orecisely Gefined by iaw 
noe-tinona ©es, arbitration organs are empowered to reduce the amount of 


*he penalty (fine) to be invoked against the party vico‘ating the obligations. 


arbitration oreane are also empowered to invoke 4 penalty against the party grossiy 
violating obiigations, inci Ming the *ailure 5 a opt measures to avert or reduce 








damage resulting from the isproper performance of obligations (point 3 of the 
present Statute) up to 50 percent which is paid into the union budget. 


in the event the customer does not demand that the supplier pay 4 penalty for the 
late delivery of products or for incomplete deliveries, the penalty is to be paid 
to the union budget. Such 4 fine may be invoked before the expiration of the 

time epecified for filing claims against the supplier at the request of the 
appropriate organs of USSR Gesenab which is responsible for monitoring the delivery 
of products or by arbitration organs at their own initiative. In such a case, 

upon ascertaining the lack of substantiation for the customer's refusal to invoke 
4 penalty, the arbitration organs exact this penalty to be paid into the state 
budget in the sum of ? percent of the value of the shortfall in the delivery. 


102. The liability of material-technical supply organizations and other suppliers 
to claims by customers stemming from deliveries of imported goods is limited to 
sums which under the established procedure can be recovered from foreign firms 
with the exception of cases in which the improper performance of obligations has 
been the fault of these suppliers. 


103. Sanctions envisaged in the present Statute are computed on the basis of 
prices used in settling accounts with customers. Sanctions may be computed on 

the basis of average prices ratified by a ministry, state committee or department 
of the USSR acting in the capacity of major supplier in agreement with the 
appropriate soyugglavenabsbyt under USSR Gossnab. If average prices have not been 
ratified, they may be epecified in the contract. 


104. Irrespective of the payment of 4 penalty (fine), the party violating 4 
contract compensates the other party for damage not covered by the penalty (fine). 


Damages include coets borne by 4 party in connection with the nonperformance or 
igproper performance of obligations, the lose or damage of property, the shortfail 
in income that would otherwise be realized if the obligations were fulfilled by 
the other party. 


In the ewent of the delivery of inferior or incomplete products, the manufacturer 
(supplier) gust pay the customer (recipient) an established penalty (fine) and aust 
in addition compensate hin for losses caused by such delivery not counting the 


7 


penalty (fine). 


The payment of a penalty (fine) for the late or improper performance of an 
*Sligation and the compensetion of losses caused by the improper performance of 
an obligation do not relieve a party of the need to fulfill the obligation except 


‘or eases aoecified in law 
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